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PREFACE. 

THE  author's  First  Lessons  in  Book-keeping  having 
been  very  widely  adopted  in  high-class  schools  and 
colleges,  it  is  thought  that  a  cheaper  series  on  the 
same  plan  would  be  welcome  in  many  schools  where 
economy  has  to  be  considered. 

This  Primer  of  Book-keeping  is  not  a  mere  abridg- 
ment of  First  Lessons.  It  has  been  almost  entirely 
re-written,  and  contains  several  new  features. 

Its  object  is  to  assist  and  encourage  the  intelligent 
study  of  the  principles  of  account-keeping. 

The  practice  of  the  art  is  best  learnt  afterwards. 
The  study  of  the  Theory  should  be  taught  at  school, 
and  taught  to  every  boy  and  girl ;  not  only  on  account 
of  its  intrinsic  importance,  but  because,  if  handled 
properly,  it  can  be,  and  ought  to  be,  an  instrument  of 
no  mean  educational  value. 

This  it  could  never  become  by  the  old  method  of 


.ing  the  subject,  which  was  characterized  mainly 
by  four  glaring  faults  : 

(1)  It  began  wrong — taking  Day  Book  and  Invoice 
Book  first,  and  Ledger  last.      De  Morgan  vigorously 
hits  this  blot :  "  The  only  book   that  need  be  ex- 
plained," says  he,  "  is  the  Ledger.     The  other  books 
have  nothing  to  do  with  the  main  principle." 

(2)  It  laboured  with  intense  assiduity  to  guide  the 
pupil  into  well  prepared  RUTS.     Make  your  entries 
thus — and    thus — and    thus,    and    on    no    account 
deviate. 

(3)  It  carefully  obscured  the  principle  by  a  wholly 
needless  multiplicity  of  details. 

(4)  A  KEY  was  usually  incorporated  with  the  text- 
book ;  the  pupil  being  pathetically  asked  not  to  refer 
to  it  unnecessarily. 

This  Primer  avoids  these  errors  in  the  following 
manner : — 

(1)  The  first   half   of   the  book    deals   with    the 
Ledger,  and  how  to  prove  it. 

(2)  Almost  every  account  is  shown  in  a  variety  of 
forms,  and  the  exercises  are  worked  out  in  different 
ways,  in  order  to  throw  the  pupil  back  on  himself  at 

•  •very  turn. 

(3)  Technical    phrases   are   avoided   as   much   as 
possible.     Shillings  and  pence,  folios,  and  even  dates 
a?v  hanisln-d  from  very  mnny  <>f  the  exercises. 
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(4)  Little  progress  will  be  made  by  the  pupil  until 
he  understands  how  to  find  out  and  correct  his  own 
mistakes.  A  chapter  is  therefore  given  on  Error 
Hunting — a  matter  that  need  not  be  considered  dry 
and  uninteresting  if  properly  approached. 

The  Primer  of  Book-keeping  can  be  read  through 
and  mastered  in  one  term  by  an  intelligent  senior 
class. 

For  junior  classes  First  Lessons  will  still  be  found 
the  more  useful  book ;  the  illustrations,  explanations, 
and  exercises  being  somewhat  simpler  and  much 
fuller  than  those  given  in  the  Primer. 
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PRIMER  OF  BOOK-KEEPING. 

§1- 

Why  do  I  want  to  Keep  Accounts  at  all  ? 

[1]  WHY]  Let  us  think  a  bit.  For  if  this  is  not 
clearly  understood  to  start  with,  we  shall  find  Book- 
keeping a  very  uninteresting  subject,  and,  to  my  mind, 
not  a  very  useful  one. 

All  people  (who  are  not  infants  or  lunatics)  have 
something  to  do  with  money,  and  if  we  do  not  put  down 
in  writing  how  we  get  our  money  and  what  we  do  with 
it,  we  shall  probably  find  sooner  or  later  that  we  very 
much  want  to  know  some  fact,  which  we  have  no  possible 
means  of  recalling.  The  first  thing  then  plainly  is  to 
consider  what  we  are  likely  to  want  to  know,  and  then 
to  endeavour  to  set  down  such  particulars  in  writing  as 
will  give  us  the  exact  information  we  shall  probably  be 
in  need  of. 

This  is  the  first  point,  and  I  want  you  to  remember  : — 
(1)  T/iat  accounts  are  kept  for  the  purpose  of  giving  Use- 
ful information  as  to  monetary  matters. 

[2]  Another  thing  is  also  plain — that  if  you  write 
down  your  statements  so  badly  that  you  cannot  read 
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them,  or  in  such  a  muddled  fashion  that  you  cannot  pick 
out  the  particular  fact  you  want,  then  your  accounts  are 
useless.  And  besides,  it  often  happens  that  you  want  to 
show  your  records  to  other  people  —  perhaps  to  pn>v«- 
something  —  or  you  may  be  too  ill  or  too  busy  to  look  at 
them  yourself.  Now,  if  you  have  jumbled  them  together 
in  such  a  way  that  though  you  could  understand  them 
yourself,  no  one  else  could  possibly  do  so,  of  what  use 
would  they  be  1  You  may  say  then  :  —  (2)  That  accounts 
must  be  Intelligible  in  order  to  be  useful. 

[3]  The  next  thing  to  notice  is  the  importance  of 
being  able  to  depend  on  the  correctness  of  our  state- 
ments when  they  are  made.  Because  if  we  find  mistakes 
in  our  accounts  we  shall  soon  be  unable  to  trust  them, 
and  they  would,  after  a  time,  cease  to  be  of  much  use. 
Consequently  you  must  remember  :  —  (3)  That  accounts 
must  be  Reliable  in  order  to  be  useful. 

[4]  Lastly,  we  have  to  discover,  out  of  many  possible 
ways  of  attaining  these  three  results,  which  one  is  the 
least  difficult  and  troublesome  ;  so  that  our  aim,  you  see, 
is  to  find  out  how  to  keep  our  accounts  in 


The  Most  CORRECT  way 

J5]  Perhaps  we  are  now  in  a  position  to  arrive  at  a 
nition,  and  we  will  say  that  Book-keeping  is  the  art  of 
keeping  accounts  of  money  and  monetary  matters  in  such 
a  way  that  these  accounts  shall  give  at  the  least  cost  of 
labour  the  most  Useful,  Intelligible,  and  Reliable  infor- 
mation. 

[6]  But  what  do  we  mean  by  Useful  information  about 
monetary  affairs  ?     We  mean  answers  to  such  questions 
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as  these  : — How  much  money  do  I  owe  ?  How  much  do 
other  people  owe  me  ?  How  much  am  I  worth  ?  Did  I 
gain  or  lose  last  year1?  or  the  question  at  the  head  of  the 
next  chapter.  This  is  the  sort  of  Information  that  will 
be  Useful  to  you  when  you  go  into  Business,  and  these 
are  the  things  that  "  Book-keeping  "  will  tell  you. 

Moreover,  Book-keeping  gives  you  the  answers  to 
these  and  similar  questions,  in  such  a  simple  and  straight- 
forward way,  that  it  saves  a  world  of  trouble,  by  telling 
you  precisely  what  you  want  to  know,  in  the  most  ready 
and  convenient  manner. 

[7]  But  the  great  advantage — the  true  "  science " 
of  Book-keeping  is,  that  it  shows  you  how  to  Prove  your 
Books,  that  is,  to  see  that  all  your  work  is  correct,  so 
that  you  not  only  know  exactly  how  much  you  are  worth, 
and  how  much  profit  you  have  made,  but  are  sure  that 
you  are  RIGHT. 

You  will  say,  "  If  I  can  learn  how  to  do  this,  it  is 
something  worth  learning  !  But  is  it  really  possible  ?  " 
Certainly  it  is.  Just  as  it  is  possible  to  do  a  long  sum 
in  compound  multiplication  and  "  prove  "  it  by  division.1 

Have  patience,  and  wait  till  Chapter  VII.,  and  you 
shall  see  ! 


QUESTIONS  ON  §  I. 

1.  "What  is  the  object  of  keeping  accounts  ? 

2.  On  what  two  things   does  the   Utility  of  account-keeping 
mainly  depend  ? 

3.  Define  Book-keeping. 

4.  What  sort  of  questions  does  Book-keeping  answer  ? 

5.  How  is  the  correctness  of  Book-keeping  ensured  ? 

1  It  is  desirable  at  first,  to  establish  the  truth  of  the  above 
statement  AS  A  GENERAL  RULE,  without  burdening  the  mind  of 
the  young  scholar  by  "  exceptions." 

B    2 


How  to  find  out  whether  I  can  'pay  all  my  Debts. 


[8]  CERTAINLY  a  very  useful  and  necessary  thing  to 
know.  Let  us  suppose  that  my  Debts  amount  to  £100. 
Now  all  the  money  I  have  is  £5  in  Cash,  and  £50  in  the 
Bank,  so  that  (apparently)  I  cant  pay  my  debts  ? 

Is  it  so  really1}  Let  us  think.  Is  there  not  some 
money  owed  to  me?  Yes,  £30.  Very  well.  If  this 
were  paid  I  should  only  want  £15  more.  Besides,  there 
is  the  Stock  of  Goods  in  my  shop  worth  about  £250,  so 
that  if  I  sold  all  my  Goods  and  everything  were  settled 
up  on  both  sides  I  could  easily  pay  all  my  Debts,  and 
should  have  about  £235  over  !  This  amount  shows 
exactly  What  I  am  worth,  and  is  called  CAPITAL. 

[9]  Now  let  us  put  this  in  another  way  :  — 


ON  THE  LEFT  HAND  SIDE 
PUT 

"  Debts  Payable." 
Or,  what  I  owe  other  people. 

(If  there  are  only  a  few  names 
they  may  be  specified.) 


The  entries  on  this  side  are 
called  "Liabilities." 


ON  THE  RIGHT  HAND  SIDE 
PUT 

1 .  "  Debts  Receivable. ' ' 

Or,  what  other  people  owe  me. 

2.  "Value  of  Goods." 
Or,  Stock  in  Trade. 

3.  "  Cash  in  Hand." 

Money  either  in  Cash  Box  or 
Till  :— Gold,  Silver,  Copper, 
Notes,  or  Cheques. 

4.  "  Cash  at  Bank." 

If  the  Bank  account  should 
be  overdrawn,  the  amount  goes 
on  the  other  side. 


The  entries  on  this  side  are 
called  "Assets." 


SOLVENT  AND  INSOLVENT. 


A  statement  made  out  in  this  way  is  called  a  Balance 
Sheet. 

[10]  When  a  man  is  NOT  in  a  position  to  be  able  to 
pay  all  his  debts  (even  though  he  sold  all  his  goods  and 
collected  all  the  money  owed  to  him  to  enable  him  to  do 
so),  then  he  is  said  to  be  "Insolvent"  You  may  say 
then — 

(1)  7  am  "SOLVENT"  when  my  "Assets"  exceed  my 
"  Liabilities" 

(2)  /  am  "  INSOLVENT  "  when  my  "  Liabilities  "  exceed 
my  "Assets" 


INSOLVENT. 


SOLVENT. 


[11]  By  looking  at  a  Balance  Sheet  I  can  not  only 
see  whether  I  am  Solvent  or  Insolvent,  I  can  also  find 
an  answer  to  some  other  very  important  questions.  It 
would  seem  then  that  the  Balance  Sheet  is  the  store- 
house of  much  of  that  Useful  Information  which  it  is  the 
very  aim  of  good  Book-keeping  to  supply.  It  is  not  only 
that.  It  is  more.  It  is  the  "  Alpha  and  Omega  "  (the 
beginning  and  the  end)  of  Book-keeping.  For  the  first 
thing  to  do  on  taking  a  Business,  and  the  last  thing  before 


BALANCE  SHEET. 


giving  it  up,  is  to  make  out  a  Balance  Sheet.  You  must 
therefore  try  to  understand  every  line  of  the  Balance 
Sheet  very  thoroughly,  and  for  this  purpose  we  shall  take 
the  next  four  chapters  to  explain  bit  by  bit  the  different 
parts  that  go  to  make  it  up.  If  you  wish  to  know  more 
about  a  Balance  Sheet  you  must  read  First  Lessons  in 
JJook-keepmg,  Lesson  VI. 

[12]  EXAMPLES. 

(a)  The  Balance  Sheet  in  full— 

BALANCE  SHEET,  JAN.  1,  1890. 


LIABILITIES. 


ASSETS. 


Mann 

£ 
10 

s. 

0 

d. 
0 

Cash 

£ 

200 

.•?. 
o 

d. 

o 

Young     .    .    .    . 
Lamperd     .    .    . 

.    .    10 
.    .    10 

0 
0 

0 
0 

Bank     .    . 
Goods 

...       300 
1000 

0 

o 

0 
o 

Gregory  . 

.    .    10 

0 

0 

Devitt  . 

100 

0 

0 

Gibberd  .    .    .    . 

Capital 

.    .    10 
.    1950 

0 

0 

0 
0 

Hudson     . 
Marchant  . 

...       100 
...        100 

0 
0 

0 
0 

Pain 

100 

o 

o 

^f> 

>" 

Hoult    .    . 

...       100 

0 

0 

£2000 

0 

0 

£2000 

0 

0 

(b)  Abstract  of  the  above — 

BALANCE  SHEET,  JAN.  1,  1890. 
LIABILITIES. 


ASSETS. 


Debts  Payable 

Capital  •  • 


£50 

1950 


£2000 


Cash  in  hand  and  at  Bank    £500 

Goods 1000 

Debts  Receivable     .    .    .       500 

£2000 


(1.)  0] 
and  £17: 


EXERCISES  ON  BALANCE  SHEET. 


EXERCISE  I. 

Make  out  Balance  Sheet  in  full  for  (1)  and  (2),  and  in  abstract 
form  for  (3): — 

On  Jan.  1, 1880, 1  have  Cash  £50.— Goods  worth  £357  8s.  4d., 
£177  11*.  5d.  in  the  Bank.— Mr.  Smith  owes  me  £65.— Mr. 
Kitson  owes  me  £141  2s.  3d. — Mr.  Mudbury  owes  me  £2  2s.  Od.,  and 
Mr.  "Warren  owes  me  10s.  9d. — I  owe  £133  2s.  2d.  to  Mr.  Young. 
—£95  to  Mr.  Unwin.— £83  4s.  Id.  to  Mr.  Weldon,  and  £55  Os.  8d. 
to  Mr.  "Wingfield.  Am  I  Solvent  or  Insolvent,  and  by  how  much  ? 

(2.)  On  Jan.  1,  1890,  Mr.  Stephen  owes  me  £22  5s.  3d.— Mr. 
Rowe  owes  me  £16  17s.  Od. — Mr.  Ratcliffe  owes  me  £35  4s.  2d. — 
Mr.  Jackson  owes  me  £89  12s.  Id.— I  owe  Camden  and  Co.  £250. 
—I  owe  Ward  and  Co.  £78  3s.  10d.— I  owe  Mr.  Wright  £4  11s. 
2d.—  I  owe  Mr.  Townsend  £11  7s.  8d.—  I  have  Cash  £88  6s.  8d.— 
Bank  £501  2s.  3d.— Goods  £1452  11s.  4d.  Am  I  "  Solvent"  or 
"  Insolvent,"  and  by  how  much? 

(3.)  On  July  1,  1890,  Mr.  Baynes  owes  me  £124  7s.  8d. — I  owe 
Mr.  Bunker  £89  8s.  6d— Mr.  Emson  owes  me  £60  6s.  lid.— I  owe 
Mr.  Siggs  £77  2s.  10d.— Mr.  Rushforth  owes  me  £50  2s.  3d.— I 
owe  Mr.  .Mynott  £11  2s.  9d. — I  owe  Messrs.  Parkin  and  Morris 
£93  13s.  4d.— I  have  Goods  worth  £302  17s.  4d.— Cash  £2  3s.  6d. 
— In  Bank  £116  10s.  Od.  Make  out  my  Balance  Sheet,  showing 
( '  How  much  I  am  worth. " 


QUESTIONS  ON  §  II. 

1.  How  do  I  find  out  whether  I  can  pay  all  my  Debts  ? 

2.  What  are  Debts  Payable  ? 

3.  What  are  Debts  Receivable  ? 

4.  What  are  Assets  ? 

5.  What  are  Liabilities  ? 

6.  What  is  a  Balance  Sheet  ? 

7.  What  is  the  use  of  a  Balance  Sheet  ? 

8.  When  is  a  man  said  to  be  Solvent  ? 

9.  When  is  he  Insolvent  ? 

10.  What  is  the  Balance  of  a  Balance  Sheet  called  ? 

11.  What  does  it  show? 


§111. 

How  to  keep  a  Proper  Account  of  my  Money. 

[13]  It  very  likely  happens  that  some  of  your  money 
is  in  your  own  possession  and  some  in  the  Bank.  That 
which  is  in  your  own  possession  is  called  "  Cash." 
Money  that  you  put  in  a  Bank,  or  money  that  is  owed 
to  you,  is  not  put  in  "  Cash  "  account. 

Let  us  see  how  to  keep  a  proper  account  of  Cash. 
Probably  you  keep  one  of  your  own  already.  If  not, 
begin  to-day  ! 

[14]  (1)  Get  a  sheet  of  paper  or  a  little  book,  and 
after  writing  at  the  top 


Dr.  CASH. 

rule  it  underneath  like  this — 


Cr. 


HOW  TO  KEEP  A  CASH  ACCOUNT. 
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"  Dr."  is  short  for  the  word  "  Debtor,"  and  "  Cr."  stands  for 
"  Creditor."  A  "  Debtor"  really  means  a.  person  who  owes  some- 
thing. If  F.  Cox  owes  me  £10,  F.  Cox  is  my  debtor.  But  it 
seems  very  curious  to  call  Cash  a  "  Debtor,"  for  Cash  is  not  a 
person.  Yet  in  Book-keeping  we  do  call  Cash  a  Debtor,  so  you 
must  try  to  imagine  that  your  Cash  Box  is  a  PERSON,  who  oives  you 
all  the  money  you  keep  in  it,  and  this  will  help  you  to  understand 
the  use  of  the  word  Debtor  as  applied  to  Cash. 

[15]  (2)  Now  put  on  the  Dr.  side  the  date  and  the 
amount  of  Cash  you  possess. 

April  1.  To  Cash  in  hand  £2  10*.  Od. 

(3)  Put  all  the  money  that  comes  IN,  and  nothing  else, 
on  the  Dr.  side.     Write  first  the  date,  then  the  name  of 
the  person  from  whom  you  receive  the  money,  or  some 
other   words   to  show  how  you  got  it,  and  lastly  the 
amount. 

(4)  Put  all  the  money  that  goes  OUT  (that  is  the 
money  you  pay)  on  the  Cr.  side.     Write  first  the  date, 
then  the  name  of  the  person  you  pay,  or  something  to 
show  what  the  money  has  been  paid  out  for,  and  lastly 
the  amount. 


[16]                              EXAMPLE. 

Dr.                                            CASH.                                              Cr. 

1890. 
April  1. 

To  Cash  in  hand 

£     8.     d. 

2  10    0 

1890. 
April  1. 

By  String  .   .   . 

£  s.    d, 
6 

,, 

,,   Brown  .   .   . 

110 

,. 

,,  Almanack  . 

1    0 

,, 

,,   Sales     .   .   . 

9    6    G 

,, 

,,  Metson.    .   . 

3  12    0 

,, 

,,  House  .   .   . 

200 

H 

„  Wages  .   .   . 

10    0 

You  have  now  made  a  proper  account  of  your  Cash,  and 
must  learn  how  to  "  balance  "  it. 
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[17]  RULES  FOR  BALANCING  AN  ACCOUNT. 

1.  Add  up  both  sides  (on  paper). 

2.  Find  the  difference. 

(This  difference  is  called  the  "  Balance,"  and  ought  to  agree  with 
the  Cash  in  your  possession.  Count  up  your  money  and  see  if  it 
does.) 

Note. — "When  there  is  no  difference  between  the  two  sides  of  an 
account  they  may  be  added  up  and  ruled  off  according  to  Rules 
4  and  5.  In  such  a  case  as  this  there  is  no  balance  to  "  bring  down, " 
and  the  account  is  said  to  be  "closed." 

3.  Enter  the  Balance  (on  the  lighter  side  of  your  Cash 
account). 

4.  Add  up  both  sides  of  the  account. 

(See  that  they  agree  before  you  ink  the  totals  in.) 

5.  Rule  off. 
(See  example.) 

6.  Bring  the  Balance  down  to  the  opposite  side,  and 
below  the  double  line. 

(Writing  April  2  in  the  date  column. ) 

[18]  When  there  is  no  more  room,  or  only  a  single 
line  left  on  the  page,  a  new  /leading  is  made  for  tJie 
account  on  the  next  or  some  other  page;  and  the 
"  Balance,"  instead  of  being  carried  down,  is  carried 
away.  Whether  the  balance  is  carried  "  down "  or 
"  away,"  it  is  ALWAYS  carried  to  the  opposite  side. 

N.B. — A  Balance  that  is  first  entered  on  the  Cr.  side, 
and  then  "  brought  down "  to  the  Dr.  side,  is  called  a 
"  Debit  Balance." 

The  "  Balance  "  that  is  thus  brought  down  forms  the 
first  entry  for  the  next  day  (or  week,  or  month). 
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At  the  end  of  the  second  period  the  account  would  be 
again  "  balanced,"  as  in  the  following  example,  and  so 
on  day  after  day  : — 


[19] 


CASH  ACCOUNT. 


Dr. 


Or. 


April  1. 

To  Cash  in  hand 

£    s.    d. 
2  10    0 

April  1. 

By  String     .   . 

£    s.     d. 
6 

,, 

,,  Brown     .   . 

1     1    0 

M 

„  Almanack  . 

1    0 

» 

,,  Sales    .   .   . 

966 

" 

,,  Metson  .   . 
,,  House     .   . 
,,  Wages     .   . 

3  12    0 
200 
10    0 

y 

April  2. 

/ 

April  2. 

„  Balance  .   . 

6  14    0 

£12  17    6 

£12  17    6 

To  Balance  .   . 

6  14    0 

By  Burton    .   . 

10    0    0 

,, 

„  Sales    .   .   . 

10  14    1 

,, 

„  Wages     .   . 

100 

April  3. 

„  Johnson  .   . 

3  15    0 

" 

,,  Stamps   .   . 
„  Books  .   .   . 
,,  Balance  .   . 

5    0 
2    0 
9  16    1 

/ 

£21     3     1 

£21    3     1 

To  Balance  .   . 

£9  16    1 

[20]                          BANK  ACCOUNT. 

Bank  account  is  kept  in  the  same  way. 

(1)  Enter  Balance  in  Bank  on  Dr.  side. 

(2)  Enter  on  Dr.  side  all  money  paid  IN. 

(3)  Enter  on  Cr.  side  all  money  paid  OUT. 

(4)  Balance  once  a  month,  or  oftener,  to  see  how  much 
you  have  in  the  Bank. 
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[21] 


Dr. 


BANK  ACCOUNT. 

EXAMPLE. 

BANK. 


Cr. 


1S90. 
April  1. 

To  Balance  .   . 

£    s.    d. 

50    0    0 

Is'.iO. 
April  1. 

By  F.  Ma}  hew 

£    s.    d. 
990 

,, 

„  R.  Smith    . 

14  10    0 

M 

,,  E.  Andrews 

13    0    0 

„ 

,,  J.  Downing 

27  12    6 

II 

,,  Balance1.   . 

M;    o    c 

April  2. 

,,  W.Tunbridge 

16  1C    0 

April  2. 

—  - 

£10818    C 

£108  IS    6 

To  Balance  .  . 

86    9    6 

By  Goods     .   . 

90    0    0 

" 

„  Goods  .   .   . 

SO    0    0 

>' 

„  T.  E.    .   .   . 
„  Self.   .   .   . 
,,  Glenny   .   . 

10    0    0 
500 
400 

/ 

April  3. 

/ 

,,  Balance  .    . 

7    9    6 
£116   9    6 

£116    9    6 

To  Balance  .   . 

£796 

[22]  It  is  sometimes  found  convenient  to  have  Cash 
and  Bank  both  in  one  account.  This  may  be  done  in  the 
following  way : — 
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EXERCISE  ON  CASH  ACCOUNTS. 
EXERCISE  II. 


From  the  following  statement  of  facts  you  are  asked 
to  prepare — 

(1.)  A  separate  Cash  Account. 
(2.)  A  separate  Bank  Account. 
(3.)  A  combined  account  for  Cash  in  hand  and  at  Bank. 


1891. 
Jan.     1. 

Cash  in  hand     
,,     at  Bank     

£      *.    d. 
12     2     4 

268  13     1 

„       3. 

Received  from  S.  Malthouse  

17     6     0 

„       5. 
„       8. 
„     12. 
,,     16. 

P.  Oates  pays  me  
Paid  out  for  Business  Journeys  .... 
,,     B.  Pain  from  Bank     
Received  for  Sales  of  Goods    . 

36  12     0 
18     0 
119  10     0 
24  11     9 

„     18. 

Cash  paid  into  Bank 

40     0     0 

»     25. 
26. 

Drew  from  Bank  for  Personal  Expenses 
Paid  Trade  Exps.  from  Bank  . 

10     0     0 
240 

„     27. 
28 

Ralph  Watson  pays  me  
Received  from  F.  Yockncy  . 

13     0     0 
500 

,,     30. 

Drew  from  Bank  for  Rent  

35     0     0 

QUESTIONS  ON  §  III. 

1 .  What  entries  are  made  on  the  Dr.  side  of  a  Cash  account  ? 

2.  What  does  the  word  "  Debtor"  mean  ? 

3.  What  does  the  balance  of  Cash  account  represent  ? 

4.  On  which  side  of  Cash  account  does  the  balance  fall,  and  why  ? 

5.  Give  rules  for  balancing  an  account. 

6.  .What  is  done  with  the  balance  ? 

7.  What  is  the  object  of  this  ? 

8.  State  precisely  what  you  mean  by  a  Credit  balance. 

9.  In  what  two  ways  may  Cash  and  Bank  account  be  kept  ? 


8  iv, 

How  to  keep  a  Proper  Account  of  my  Goods. 

[23]  The  next  item  in  the  Balance  Sheet  that  we 
have  to  think  about  is  "  Goods." 

The  word  "  Goods  "  as  used  in  Book-keeping  stands 
for  anything  (no  matter  what),  that  is  bought  or  sold  for 
the  purposes  of  trade.  Cash  account,  Goods  account, 
and  all  other  accounts  of  things  are  called  "Iteal" 
accounts,  and  are  all  kept  in  the  same  way,  viz.  by 
"debiting"  whatever  comes  In,  and  "crediting"  what 
goes  Out. 

Of  course,  goods  that  come  IN  are  goods  that  are 
bought,  and  goods  that  go  OUT  are  goods  that  are  sold, 
so  that  we  shall  see  on  the  Dr.  side  of  every  Goods 
account  a  list  of  all  purchases,  and  on  the  Cr.  side  a  list 
of  all  sales. 

[24]  "We  shall  now  have  to  learn  how  to  "  balance  " 
Goods  account.  You  might  suppose  that  as  we  balanced 
Cash  account  to  find  the  Cash  in  hand,  so  we  shall 
balance  Goods  account  to  find  the  Goods  in  hand,  but 
this  is  not  the  case  at  all.  What  we  balance  Goods 
account  for,  is  to  find  out  How  much  we  have  gained  by 
Trading. 

[25]  If  you  buy  a  quantity  of  Sugar  for  £185  and 
sell  it  for  .£200,  it  is  easy  to  calculate  your  profit  on 
Sugar  by  subtracting  the  sum  you  laid  out  from  the 
amount  you  have  received. 


HOW  TO  BALANCE  GOODS  ACCOUNT. 


Dr. 


SUGAR  ACCOUNT. 


Cr. 


PURCHASES. 

SALES. 

Jones  and  Co.  . 

£ 
.    100 

s. 
0 

d. 
0 

£ 
For  Cash  50 

b   6 

Carson 
Profit 

Bros.     . 

.     85 

0 

0 

Mr.  Simpson    ...    150 

0     0 

£185 
i  ^ 

0 

0 

0 
0 

£200 

0     0 

-^  

£200 

0 

0 

£200 

0     0 

[26]  But  the  profit  cannot  always  be  got  at  in  this 
way.  Why  not  ?  Because  at  the  time  you  are  balancing 
your  books  it  frequently  happens  that  you  have  still  some 
"  Sugar  " — or  some  "  Tea  " — or  some  "  Goods  "  remaining 
UNSOLD.  Indeed,  this  is  the  case  more  often  than 
not,  and  the  question  comes,  what  is  to  be  done  about  the 
stock  of  "  Goods  in  hand  "  which  has  not  yet  been  sold? 
The  answer  to  this  question  deserves  your  special  atten- 
tion. You  must  suppose  that  it  is  all  sold !  That  is, 
you  must  carefully  ascertain  the  value  of  tlie  "  Goods  "  that 
remain  UNSOLD,  and  enter  the  amount  on  the  SOLD  side  of 
the  account  (treating  unsold  Goods,  in  fact,  as  though 
they  were  sold). 

To  find  the  exact  value  of  the  Goods  remaining  unsold  is  some- 
times, in  real  life,  a  very  troublesome  business.  But  it  is  a  most 
important  thing  to  do,  and  to  do  thoroughly — and  no  man  of 
business  should  shrink  from  it  because  of  the  trouble. 

When  you  have  done  this  you  will  be  able  to 
lance  Goods  account. 
The  "Balance  "  (after  entering  Present  value  of  Stock 

on  Cr.  side)  is  /  Profi\  if  ^  falls  on  the  Dr.  side, 

'        {  Loss  if  it  falls  on  the  Cr.  side. 
This  Balance,  which  is  called  Gross  Profit,  instead  of 
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being  taken  "  down,"  as  in  Cash  account,  must  be  carried 
to  an  account  called  Profit  and  Loss,  which  you  will 
learn  more  about  in  Section  VI.  But  the  Value  of 
Stock  which  you  have  just  entered  on  the  Credit  side 
MUST  be  brought  down  (after  ruling  oil)  to  the  Dr.  side 
to  begin  the  new  Goods  account. 

[28]  All  this  will  be  quite  clear  to  you  if  you  look 
attentively  at  the  following  examples  : — 

EXAMPLES. 
(a)  The  Account  before  being  balanced. 


Dr. 


GOODS. 


Or. 


1885. 

£       8.    d. 

1885. 

£ 

a.  d. 

Jan.    1. 

To  Stock   .   . 

.   .752    83 

Jan.  31. 

By  Cash  Sales 

.  156 

9    3 

„   31. 

,,  Cash  Purchases  75  10    0 

»     » 

„  Credit  do  . 

.482 

6    5 

„  Credit  do. 

.  352    5     1 

It  is  required  to  balance  the  above  account,  taking 
value  of  Stock  on  Jan.  31  at  £783  8s.   Id. 


[29]  (b)  The  Account  after  being  balanced. 
Dr.  GOODS. 


Cr. 


1885. 

£       8.    d. 

1885. 

£     s.  d. 

Jan.    1. 

To  Stock  ....  752    8    3 

Jan.  31. 

By  Cash  Sales  .   .  156    9    3 

,,    31. 

,,  C  »sh  Purchases  75  10    0 

»      » 

„   Credit  do.  .    .  482    6    5 

,,      „ 

„  Credit  do.    .  .  352    5    1 

>>           M 

,,  Stock  ....  783    8    7 

„      „ 

,,  "Gross  Profit"  \9,9    ft  ,, 
card,  to  P.  &L.J242    ( 

^-^ 

£1422    4    3 

£1422    4    3 

Feb.   1. 

To  Stock    .    .    .  JE783     8    7 

Dr. 


MORE  THAN  ONE  GOODS  ACCOUNT. 


PROFIT  AND  LOSS. 


Cr. 


Jan.  31. 


£    ».  d. 

By  Gross  Profit  .  212    0  11 


The  above  account  of  Goods  is  made  out  in  "abstract  " 
form,  the  Sales  and  Purchases  being  collected  and  the 
total  amount  of  each  entered  on  one  line  instead  of  the 
separate  items.  If  given  in  full  it  would  have  been 
like  this — 


[30]  (c)  Goods  Account  in  full  (before  balancing). 
Dr.                                          GOODS.                                           Ci 

£    «.    cf. 

£    s.    d. 

Jan.  1. 

To  Stock  .   .   . 

752    8    3 

Jan.  4. 

By  Marchant  . 

50    0    0 

„      3. 

„  Jones  .   .   . 

52    5     1 

M             7. 

„  Riddle    .  . 

40    0    0 

„      5 

„  Collins    .   . 

100    0    0 

,,     12. 

,,  Glenny    .   . 

30    0    0 

,,     12. 

„  Hatch  .   .   . 

100    0    0 

tt     I*- 

,,  Colebrook  . 

SO    0    0 

,,     21. 

,,  Vaughan     . 

100    0    0 

M     19- 

,,  Lorden    .   . 

100    0    0 

.,     31. 

„  Cash.      .   . 

75  10    0 

,,     24. 

,,  Browne  .   . 

150    0    0 

,,     27. 

,,  Edwards     . 

32    6    5 

M        31. 

„  Cash    .  .   . 

156    9    3 

[31]  The  accounts  of  Goods  already  shown  you  will  be 
quite  sufficient  for  your  purpose  if  you  are  content  to 
know  how  much  you  have  gained  by  trading  altogether, 
but  if  you  want  to  know  how  much  you  have  gained  by 
each  branch  of  your  business,  you  must  keep  more  than 
one  Goods  account. 

Thus  you  may  have  "  Grocery  Account,"  and  "  Drapery 
Account " — or  even  "  Tea  Account,"  "  Coffee  Account," 
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and  "  Sugar  Account  " — making,  in  fact,  just  as  many 
Goods  Accounts  as  you  please  ! 

[32]  These  accounts  may  be  made  out  separately  or 
together  (just  as  Cash  and  Bank  accounts  were  treated  in 
the  last  chapter),  and  these  separate  or  combined  accounts 
may  be  made  out  either  in  full,  as  in  example  (c),  or 
in  abstract  as  in  example  (a). 

For  Example  of  Goods  Account  with  Quantity  column,  see  First 
Lessons,  page  89. 

EXERCISE  III. 

From  the  statement  given  below,  make  out  and 
"  Balance  " 

(1)  Goods  account  (in  full). 

(2)  Goods  account  (in  abstract). 

(3)  "  Books  "  account  (in  full). 

(4)  "  Stationery"  account  (in  full). 

(5)  Combined  Books  and  Stationery  account  in  abstract  (in  two 
columns) . 

STATEMENT. 


1890. 

Jan.  1. 

„  2. 

„  3. 

»  4. 

„  5. 

„  8. 

„  9. 

„  12. 

,,  15. 

„  17. 

„  18. 

»  21. 
22. 


Stock  in  hand  (Books  £500,  Stationery  £200.)  . 
Sold  Goods  to  Hall  (Books) 

„         „     for  Cash  (Books  £25,  Stationery  £5) 
Bought  Goods  of  Laughton  (Stationery)     .    .    . 

,,  ,,       of  Long  (Books) 

for  Cash       „          

Sold          ,,  toBlomfield(Books£4,Stationery£2) 

„.          „  for  Cash  (Books  £12,  Stationery  £10) 

Bought    ,,    of  Edwards  (Books) 

Sold         ,,   to  Grose  „        

,,  ,,    to  Humphrey  (Stationery)  .... 

,,  ,,    to  Brooker  (Books) 

„  ,    to  Read 


£700 
14 
30 
16 
11 


22 

90 
21 

9 
17 
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On  the  31st  I  "  took  stock,"  with  the  following  result  :  — 

£      s.    d. 

Books  valued  at 534     0     0 

Stationery    ,,       198     0    0 

£732     0     0 


For  fuller  explanation  and  further  exercises  on  this  subject  you 
are  referred  to  First  Lessons  in  Book-keeping  (Lesson  VI II.). 


QUESTIONS. 

1.  What  do  we  mean  by  "  Goods  "  ? 

2.  What  is  meant  by  taking  Stock  ? 

3.  How  is  Goods  account  balanced  ? 

4.  What  is  done  with  the  Balance  ? 

5.  What  is  the  Balance  called  ? 

6.  What  is  done  with  Value  of  Stock  ? 

7.  What  is  the  difference  between   Goods  account  in  full  and 
in  abstract  ? 

8.  When  will  you  want  more  than  one  Goods  account  ? 

9.  How  many  Goods  accounts  may  you  have  ? 


How  to  keep  a  Proper  Account  of  my  Dealings  with 
other  People. 

[33]  AT  the  very  outset  of  this  chapter  let  me  remind 
you  that  the  object  of  Book-keeping  is  (as  I  have 
already  explained  in  §  I.)  to  give  useful,  clear,  and  reli- 
able Information — that  is,  to  tell  you  just  what  you  most 
want  to  know.  Now  let  us  try  to  understand  precisely 
what  it  is  that  we  do  want  to  know  respecting  our  deal- 
ings with  other  people,  and  then  we  shall  be  in  a  better 
position  to  see  how  to  make  proper  accounts  of  such 
dealings. 

[34]  Here  a  little  division  and  subdivision  will  help 
us.  I  want  to  know 

1.  What  other  people  owe  me 

(or  Debts  Receivable], 

2.  What  I  owe  other  people 

(or  Debts  Payable}. 

And  there  are  two  distinct  sub-heads  of  Information  I 
want  with  respect  to  each  of  these  : — 

i     r\   P  /  (a)  What  each  person  owes  me  separately. 
*•  \  (6)  What  all  owe  me  (together). 

(a)  What  I  owe  to  each  person  separately. 

(6)  What  j  owe  altogethert 
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I  hardly  know  which  of  these  four  points  is  the  most 
important.  I  warn  you  against  the  neglect  of  any  one 
of  them. 

[35]  It  is  quite  possible  in  some  cases,  as  I  shall  show 
you  presently,  to  keep  your  accounts  in  such  a  way  that 
points  (a)  and  (6)  may  be  both  given  at  once,  but  I  will 
first  explain  the  usual  method. 

You  will  remember  (p.  9)  the  meaning  of  the  word 
"  Debtor  " — a  person  who  owes  something.  If  he  owes 
me,  he  is  my  Debtor.  In  the  same  way,  a  Creditor  is  a 
person  to  whom  something  is  owed.  If  owed  to  him  by 
me,  then  he  is  my  Creditor. 

[36]  In  one  sense  everyone  is  a  "  Debtor "  from 
his  very  birth,  for  the  infant  is  a  "  Debtor "  to  its 
parents  for  all  the  care  they  bestow  on  it.  The  common 
phrases,  "  I  am  much  obliged  to  you,"  "  I  am  indebted  to 
you,"  mean,  "  I  am  your  Debtor."  But  Book-keeping 
refers  only  to  money  or  money's  worth,  and  whatever 
we  cannot  or  do  not  assign  a  money  value  to  has,  nothing 
to  do  with  Book-keeping  (though  it  may  be  far  more 
valuable  in  reality  than  all  the  entries  in  the  Bank  of 
England  books). 


[37]  You  will  see  from  the  above  illustrations  that  a 
Debtor  is  a  Receiver  of  something,  and  it  is  a  very 

»  ,      i    .    -r,    i  i        •  (Debit  the  Receiver, 

useful  rule  m  Book-keeping  to  j  ^edit  the  Giver. 

In  order  to  become  quite  familiar  with  the  distinction 
between  Dr.  and  Cr.,  you  will  perhaps  do  well  to  hang 
something  of  this  kind  up  before  your  mind's  eye. 


PERSONAL  ACCOUNTS. 


23 


c 


and, 


[38]  Now  let  us  take  an  example  of  a  "  Personal " 
account,  and  look  at  each  entry  separately,  to  see  if  we 
can  understand  it. 


Dr.  J.  SMITH. 

Jan.  1  To  Balance   .    .    .  £50      Jan.  3  By  Cash 

,,    2  ,,   Goods  ....        75         „    4   „   Goods 

,    5  „    Cash    ....  140 


Or. 

.    £100 
200 


We  will  take  them  in  the  order  of  the  dates. 
Jan.  1  To  Balance  £50. 

The  Balance  of  a  "  Personal "  account  shows  how  much 
the  person  named  owes  me,  or  how  much  I  owe  him,  so 
that  the  above  entry  simply  means  that  on  Jan.  1  Mr. 
John  Smith  owed  me  £50  (I  do  not  know  what  for).  It 
is  well  to  take  a  careful  note  of  this,  for  beginners  some- 
times get  a  hazy  idea  that  the  balance  of  Smith's  account 
shows  how  much  Cash  Smith  has  in  hand  (!),  or  some- 
thing else  equally  wide  of  the  mark. 
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[39]  J.tn.  2  To  Goods,  £75. 

As  this  is  entered  on  the  Dr.  side,  it  shows  that  Smith 
is  my  "Debtor"  again — that  is,  is  indebted  for  i:7.~> 
worth  of  Goods  had  on  the  2nd  of  Jan.  He  must 
therefore  have  received  the  Goods  from  me  (without 
paying  for  them). 

[40]  Jan.  3  By  Cash,  £100. 

As  this  is  entered  on  the  Cr.  side,  it  shows  that  Smith 
was  my  Creditor  (or  we  may  turn  the  phrase  backwards 
and  say  I  was  Smith's  Debtor)  for  Cash  £100— that  is, 
I  was  indebted  to  Smith,  or,  in  other  words,  Smith 

(  Paid   1  me  £100. 
I  gave  | 

Here  I  can  fancy  (if  you  are  thinking)  you  are  getting 
a  little  confused  by  the  recollection  of  the  previous 
entries  on  Jan.  1  and  2.  It  seems  wrong  to  say  I  was 
indebted  to  Smith  for  that  hundred  pounds  when  all  the 
while  Smith  was  my  debtor,  even  after  he  had  paid 
the  £100. 

But  you  must  learn  to  take  one  thing  at  a  time,  and 
to  look  at  each  fact  separately.  Some  of  these  facts  (by 
themselves)  make  Smith  my  Debtor,  and  some  make  him 
my  Creditor.  The  combined  effect  of  all  will  be  found 
presently  by  "  balancing  "  the  account. 

[41]  Jan.  4  By  Goods,  £200. 

Looking  at  this  by  itself  we  see  that  Smith  is  my 

Creditor  for  these  Goods — that  is,  ne  j   g  Ti      f  me  Goods 

value  £200. 

Jan.  5  To  Cash,  £140. 

Here  Smith  is  Debtor,  therefore  he  Receives  from  me 
£140  Cash. 

[42]  Now  let  us  collect  these  five  facts  together  and 
write  them  down  under  the  heading — 
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MY  DEALINGS  WITH  JOHN  SMITH. 

Jan.  1  Smith  owed  me  (for  previous  dealings)    .  £50 
„     2  (I)  sold  Goods  to  Smith  (on  credit)  ...      75 
"On  credit"  means  that  the  Goods  were  not  paid  for  at  the  time. 

„     3  (I)  received  (Cash)  of  Smith 100 

,,     4  (I)  bought  Goods  of  Smith  (on  credit)     .    200 
,,     5  (I)  paid  Smith  (Cash) 140 

[43]  Or,  leaving  out  the  words  in  brackets  (which  are 
not  generally  expressed)  we  have — 

Jan.  1  Smith  owed  me £50 

„  2  Sold  Smith  Goods  ....  75 
,,  3  Received  of  Smith  .  .  .  .  100 
,,  4  Bought  Goods  of  Smith  .  200 
,,  5  Paid  Smith 140 

If  you  balance  the  above  account  you  will  see  whether 
"  lie  owes  me  "  or  "  /  owe  him  "  on  Jan.  5 — that  is, 
whether  this  is  (now)  a  Debt  Receivable  or  Debt 
Payable. 

[44]  But  this  is  only  the  account  of  one  person, 
and  I  may  have  many  accounts  of  persons.  How  am 
I  to  tell  the  total  amount  of  my  Debts  (Receivable 
and  Payable)  1  It  is  easy  to  see  that  this  may  be 
clone  by  balancing  all  the  personal  accounts  and  making 
separate  lists  of  D.  R.  and  D.  P.  somewhat  in  this 
manner  : — 

LIST  OF  DEBTS  PAYABLE. 

Jones £10 

Brown 54 

Robinson 7 

&c 

&c 

Total £897 

[45]  It  is  "  easy  to  see  how "  this  is  done,  but  in 
practice  not  often  very  simple  to  do.  I  may  have  so 
many  accounts  in  so  many  different  books.  Some  may 
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be  balanced  and  others  not,  and  some  waiting  for  entries 
not  yet  put  in  ;  and  as  it  is  quite  as  important  for 
me  to  know  the  Total  amount  of  my  Debts  as  it  is  to 
know  the  amount  of  each  one  separately,  it  is  advisable 
(when  possible)  to  adopt  some  plan  that  will  enable  me 
to  get  Information  on  either  of  these  points  with  equal 
readiness. 

[46]  Whenever  our  business  dealings  with  others  are 
all  of  one  kind,  or  when  they  are  not  too  complicated, 
this  object  may  be  effected  in  some  such  way  as  the 
following  : — 

[47]  Suppose  I  am  a  manufacturer  of  Rubber  Stamps, 
and  have  Agents  all  over  the  Kingdom.  My  agents 
send  to  me  for  the  Goods  they  want,  and  I  make  it  a 
rule  to  supply  no  second  order  until  I  have  received  Cash 
for  the  first,  so  that  if  I  "  group  "  my  Agents  a  little,  and 
keep  an  account  of  their  indebtedness  to  me  in  the  way 
shown  below,  I  can  see  on  one  page  not  only  how  much 
each  agent  owes,  but  also  the  total  amount  due  to  mo 
from  any  one  district. 

[48] 


Dr. 


ESSEX  AGENTS. 


Cr. 


1S90. 
Jan.    1. 

West       Balance   .  v/    £8 

1S90. 
Jan.    5. 

West           Cash      .  v/ 

£8 

»     ,. 

Brown            „         .  v7     16 

„      6. 

Brown           ,,        .  vx 

16 

>>     >, 

Belsham        „        .  v/i     14 

>i    10- 

Gibbs            ,,        .  v/ 

3 

„     7. 
„     8. 

Dyer          Goods    .   .        6 
Gibbs             „        .  v/j      3 
Row               ,,        .  \/       5 

,,    15. 

,,    20. 

Belsham        ,,        .  y/ 
Row              ,,        .  y/ 

14 

5 

„   26. 

Talbot           ,,        .    .        9 

„   27. 

Brown           .,        .    .       11 
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[49]  This  principle  is  often  very  useful,  and  capable  of 
a  great  variety  of  applications.  If  you  have  business 
relations  with  only  a  few  persons,  and  these  are  of  a 
simple  kind,  you  might  keep  all  your  Debts  Payable  in 
one  account,  and  perhaps  even  all  your  Debts  Receivable 
in  another. 

It  is  clearly  of  great  service  to  be  able  to  tell  at  a 
glance  How  much  I  owe  other  people,  and  How  much 
other  people  owe  me. 

EXERCISE  FV. 

(1)  Make  out  John  Smith's  account  from  the  statement  given  in 
[43],  comparing  it  afterwards  with  the  account  in  [38]. 

(2)  Balance  it,  and  say  whether  He  owes  me  or  whether  I  owe 
him  on  Jan.  5. 

(3)  Continue  the  account  (as  shown  in  [19])  by  making  entries 
to  record  the  following  facts  : — 

Jan.    8  Bought  Goods  of  J.  Smith     .    .£90 

,,       9  PaidJ.  Smith 50 

„     10  Sold  Goods  to  J.  Smith      ...     70 
»     11        ,,  „  •    .    •     25 

,,     12  Received  of  J.  Smith      ....     20 

(4)  Balance  again,  and  say  whether  Smith  is  my  Debtor  or  my 
Creditor  on  the  evening  of  Jan.  12. 


EXERCISE  V. 
From  the  following  statement  make  out — 

(1)  D.  P.  Account  showing  how  much  I  owe  on  April  30. 

(2)  D.  R.  Account  showing  how  much  is  owed  to  me  on  April  30. 
April     1  D.  P.  —Jones  £40,  Smith  £20,  Jackson  £45. 

„  D.  R.— Brown  £35,  Black  £26,  White  £62. 
2  SOLD  GOODS— Brown  £12,  East  £7,  West  £18. 

5  BOUGHT  GOODS— Jones  £15,  Johnson  £19. 

6  RECEIVED  CASH— Brown  £47,  White  £62,  West  £18 
8  PAID  CASH— Jones  £55,  Smith  £20,  Jackson  £45. 

18  SOLD  GOODS— Miller  £32,  Baker  £23,  Wright  22. 
25  BOUGHT  GOODS -North  £41,  Prince  £13. 
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EXERCISE  VI. 
A  recajritulatory  Exercise  on  tJte  last  three  Sections. 

(1)  Make  out  and  Balance  Goods  Account.  ) 

(2)  ,,  ,,        Cash  Account.  >  see  below. 

(3)  ,,  „        H.  Ely th's  Account.    ) 

State  in  each  case  what  the  balance  of  the  account  signifies. 


Cash  in  hand      

Goods       

I  owe  H.  Blyth      

Bought  Goods  of  Reeve 

Sold  Goods  to  Legerton 

Bought  Goods  for  Cash 

Paid  H.  Blyth 

H.  Blyth  buys  Goods  of  me     .    .    . 

Sold  Goods  to  H.  Blyth 

Bought  Goods  for  Cash 

Received  of  H.  Blyth 

Mr.  Byford  sells  me  Goods  .    .    .    . 
Bought  Goods  of  Woollard  .    .    .    . 

Sold  for  Cash  Goods      

Paid  Mr.  Woollard 

Mr.  Blyth  paid  me 

Bought  Goods  for  Cash 

Received  of  Legerton 

Paid  Reeve      

Paid  for  T.E 

Sold  Goods  for  Cash 

Paid  for  Wages 

Paid  for  Rent      ....     •  .    .    .    . 
Profit  on  Goods  (Enter  on  Dr.  side) 
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QUESTIONS. 

1.  What  four  things  do  I  want  to  know  about  my  dealings  with 
other  people  ? 

2.  How  is  the  meaning  of  the  word  Debtor  restricted  in  Book- 
keeping ? 

3.  Give  a  useful  rule  for  making  entries  in  Personal  accounts. 

4.  Distinguish  between  Dr.  and  Cr. 

5.  What  does  the  balance  of  a  Personal  account  signify  ? 

6.  Why  could  it  not  possibly  signify  "Cash  the  person  has  in 
hand  "  ? 

7.  What  does  the  entry  "  To  Goods  "  on  the  Dr.  side  of  Smith's 
account  signify  ? 

8.  What  does  the  entry  "  By  Cash  "  on  the  Cr.  side  of  Smith's 
account  signify  ? 

9.  How  is    it  that  a  man  who  pays  me    £50  is  called  my 
"creditor"  for  that  amount,  even  when  lie  still  "owes  me "  money. 

10.  How  may  Debts  Payable  and  Receivable  be  grouped  ? 

11.  When  can  this  be  done  ? 

12.  What  is  the  use  of  doing  it  ? 


§VI. 

How  to  Keep  a  Proper  Account  of  my  Gains  and 
losses. 

[50]  We  have  now  considered  every  entry  in  the 
BALANCE  SHEET  but  the  last,  and  that  "is  the  Balance 
of  the  Balance  Sheet,  which  is  called  CAPITAL,  and 
answers  the  question  What  am  I  worth  ?  Capital  may 
be  defined  as  the  difference  between  Assets  and 
Liabilities. 

[51]  Try  to  think  this  out.  "  CAPITAL  "  is  not 
"  Cash,"  nor  "  Bank,"  but  the  sum  total  of  all  my 
Assets  (or  Property),  less  my  debts  or  Liabilities.  No 
other  item  in  the  Balance  Sheet,  or  indeed  in  the  whole 
of  my  books  is  so  important  to  me  as  this.  "  Cash  " 
does  not  tell  me  my  true  financial  position.  A  man 
may  have  only  three  halfpence  in  his  pocket.  He  may 
be  worth  millions  !  Many  a  man  who  has  plenty  of 
money  in  his  purse  is  Insolvent.  His  Capital  is  less 
than  nothing  !  The  Balance  of  his  Balance  Sheet  (if 
he  ever  makes  one  out,  which  I  rather  doubt)  comes  on 
the  Wrong  side. 

[52]  What  Information  do  I  want  about  Capital  ?  I 
want  to  know  how  it  increases  and  how  it  decreases  1 


SPECIMEN  OF  CAPITAL  ACCOUNT. 


(1)  How  does  CAPITAL  increase?  Evidently  by 
what  I  flam,  that  is  by  my  Income.  If  I  have  got  a 
position  as  Manager  of  a  Bank  at  a  Salary  of  .£400,  this 
salary  is  Income.  If  I  am  a  Doctor  making  fifteen  or 
twenty  visits  a  day  at  5s.  each,  my  professional  fees 
represent  my  Income,  and  increase  my  Capital  \  and  if  I 
am  a  Merchant  or  Business  man,  buying  and  selling 
goods,  the  gains  I  make  by  trading  are  Income,  and 
increase  my  Capital. 

[53]  (2)  How  does  CAPITAL  decrease  ?  Clearly  by 
spending.  If  I  have  £1,000  Capital,  and  spend  £50  on 
a  trip  to  Switzerland,  I  may  come  back  all  the  better 
in  health  and  spirits,  but  I  am  worth  £50  less.  My 
Capital  has  decreased. 

Capital     (  increases  by  my  Earnings  or  INCOME. 
therefore  j  decreases  by  my  Spendings  or  EXPENDITURE. 

[54]  If  I  have  an  Income  of  £500  a  year,  and  my 
usual  Expenditure  is  £450  a  year,  I  should  make  an 
account  of  my  Capital  like  this  : — 


Dr. 


CAPITAL. 


Or. 


1890. 
Dec.  81. 

By  Expenditure  . 

£450 

1890. 
Jan.  1. 

By  Balance  .  .  . 

£1,000 

" 

,,  Balance  .  .  . 

1,050 

Dec.  31. 

„  Income   .  .   . 

500 

£1,500 

£1,500 

1891. 
Jan.  1. 

By  Balance  .  .   . 

£1,050 

[55]  You  see  I  started  with  £1,000  (I  do  not  know 
what  it  consisted  of;  perhaps  only  £10  of  it  was 
u  Cash  ").  You  see  also  that  I  balanced  the  account  at 
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PROFIT  AND  LOSS. 


the  end  of  the  year,  and  found  that  I  was  worth  £50 
more  than  at  the  beginning.  This  was  because  I  spent 
less  than  I  earned.  When  a  man  spends  more  than  he 
earns  he  is  said  to  be  "  living  on  his  Capital"  and  is  on 
the  high  road  to  "  Insolvency  "  ! 

[56]  It  is  very  desirable  that  Capital  account  should 
be  kept  clear  of  little  details,  so  as  to  show  the  Income 
and  Expenditure  in  two  amounts  (one  for  each). 

This  can  best  be  done  by  keeping  for  Income  a 
"  Profit  and  Loss "  account,  and  for  Expenditure  a 
"  Private  Expenses  "  account. 

[57]  A  Profit  and  Loss  account  is  also  necessary  to 
every  business  man,  that  he  may  analyse  his  Gains  and 
Losses,  to  see  which  of  the  former  may  be  increased,  and 
which  of  the  latter  most  easily  reduced. 

[58]  Let  us  take  a  simple  example  : — 


Dr. 


PROFIT  AND  LOSS. 


Cr. 


To  Trade  Expenses     .... 

£70 

By  Drapery 

£150 

„  Bad  Debts  

20 

,,  Grocery  

180 

,,  To  Discounts  
,,  To  Balance  —  NET  PROFIT 

10 
230 

/: 

£330 

£:«0 

Dr. 


CAPITAL 


Or. 


1890. 
Jan.  1. 


Dec.  31. 


By  Balance  .   . 
,,  Net  Profit  . 


£1,200 
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The  Balance  of  P.  and  L.  must  always  be 
taken  to  Capital  account. 

[50]  It  is  very  important  to  notice  these  three  heads 
of  Losses. 

We  mean  by  TRADE  EXPENSES  all  money  spent  (or 
Liabilities  incurred)  for  Business  purposes  that  does  not 
yield  something  substantial  in  exchange.  All  expenses 
that  decrease  my  capital  are  Losses,  and  must  appear 
either  as  Trade  Expenses  or  as  Private  Expenses. 

[60]  BAD  DEBTS  are  Losses  of  a  very  annoying  kind. 
When  a  man  who  owes  me  money  becomes  Insolvent,  I 
shall  lose  the  whole  or  a  part  of  the  debt  due  to  me,  and 
this  loss  is  a  Bad  Debt. 

[61]  DISCOUNTS.  The  true  meaning  of  Discount  is 
the  difference  between  the  Present  Value  and  the  Future 
Value  of  a  thing,  and  the  Book-keeping  meaning  cor- 
responds roughly  with  this.  If  a  man  owes  me 
£11  2s.  6d.,  I  may  prefer  taking  .£10  now,  to  waiting 
a  year  or  more  in  the  hope  of  getting  the  full  amount. 
All  sums  of  money  deducted  in  order  to  obtain  present 
payment  are  called  in  Book-keeping  Discount.  Dis- 
counts allowed  to  me  are  of  course  Gains. 

[62]  Separate  accounts  are  often  kept  of  these  and 
other  heads  of  Losses.  It  is  not  necessary  to  do  this. 
The  losses  may  be  entered  at  once  in  P.  and  L.  as  they 
occur.  It  is  however  very  desirable  when  Expenses  and 
Losses  are  heavy,  to  divide  and  subdivide  as  much  as 
possible,  in  order  to  see  where  to  reduce.  Trade 
Expenses  account  itself  sometimes  has  little  auxiliary 
accounts  of  its  own  flowing  into  it,  just  like  the  tribu- 
taries of  a  river.  In  fact  accounts  of  Gain  and  Loss 
may  be  made  to  trickle  through  any  number  of  inter- 
mediate strainers.  Accounts  that  show  Gains  or  Losses 
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SUBSIDIARY  ACCOUNTS. 


are  called  SUBSIDIARY  accounts.  Their  Balances 
be  taken  to  P.  and  L.  before  P.  and  L.  can  be 
balanced. 

[63]      EXAMPLES  OF  SUBSIDIARY  ACCOUNTS. 
Dr.  WAGES. 


must 
itself 


Cr. 


ToTomkins  
„  Wilkins  
,,  Peterkins  

£7 

5 
3 

By  Balance  carried  to  Trade 
Expenses  . 

£15 

£15 

£15 

Dr.                              TRADE  EXPENSES.                                Cr. 

To  Wages  
Rent       .   . 

£15 

30 

5 

Balance  carried  to  P.  $  L.   .   . 

£50 

,    Gas  . 

£50 

£50 

Dr. 


DISCOUNTS. 


Cr. 


To  Dickson  

£4 

By  Thomson 

2 

,,  Robson  

6 

Robinson 

5 

,,  Wilson    

8 

,,  Balance  carried  to  P.  $  L. 

11 

£18 

£18 

Dr. 

P.   i 

k  L. 

Cr. 

To  Trade  Expenses    
,,  Discounts  

£50 
11 

SUMMARY. 
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These  may  consist  of 


[64]  Let  us  try  and  gather  up  what  we  have  learnt 
about  Capital. 

1.  Capital    is    the    difference    between    Assets    and 
Liabilities.     It  shows  what  I  am  worth. 

2.  Capital  is  decreased  by  PRIVATE  EXPENSES. 

(  Rent  of  private  house. 

Servants'  wages. 
'  Household  expenses. 
Clothing. 
,  Sundries. 

[65]  3.  CAPITAL  is  increased  by  INCOME. 
Salary. 

Professional  fees. 
Interest. 
.NET  PROFIT  of  Trading. 

1.  Gross  Profit,  or  difference  between 

cost  and  selling  prices  of  Goods 
sold  during  the  year.  This  may  be 
arranged  in  as  many  divisions  as 

NET  PROFIT  is  increased  by  <J          l  Please- 

2.  Discounts    received    from    other 

people. 

3.  Commission,  &c. 

[Business  journeys. 

1.  Trade  Expenses.]  Wages. 

(Sundries. 

2.  Bad  Debts. 


INCOME  may  consist  of 


NET  PROFIT  is  decreased  by 


3.  Discounts  allowed,  &c. 
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The  RULE  for  making  entries  in  P.  &  L.,  or  any  of  the 

.  0  ,    . ,.        ,,  .    (  Debit  your  Losses. 

"  Subsidiary     accounts  is  <  ,>,     ,., J          n  . 

J  (  Credit  your  Gams. 

EXERCISE  VII. 

Make  out  accounts  for  "  Wool,"  "  Hides,"  "  Trade  Expenses," 
and  "Discounts"  from  the  following  statement,  and  carry  the 
balances  of  these  accounts  to  P.  &  L.  Then  balance  P.  &  L.  and 
Private  Expenses  account,  and  carry  their  balances  to  Capital 
Account.  Then  balance  Capital  and  show  what  I  am  worth. 

Wool  .-—Stock  at  starting,  £1000.  Purchases,  £825.  Sales, 
£625.  Value  of  Stock  unsold,  £300. 

Hides  .-—Purchases,  £1400.  Sales,  £1400.  Stock  remaining 
unsold  is  worth  £220. 

Trade  Expenses: — Stationery,  £8.  Rent,  £27.  Wages,  £50. 
Sundries,  £19. 

Discounts:— Allowed,  £25.     Received,  £24. 

My  Capital  at  the  beginning  of  the  year  consisted  of — Cash  £100. 
Bank,  £1055.  D.  R.,  £700.  D.  P.,  £200. 

Private  Expenses :—  Rent,  £30.  Household,  £120.  Sundries, 
£25. 

QUESTIONS. 

1.  Define  Capital. 

2.  Which  is  the  most  important  item  in  the  Balance  Sheet, 
and  why  ? 

8.  How  does  Capital  increase  ? 

4.  How  does  Capital  decrease  ? 

5.  What  is  meant  by  "  living  on  one's  Capital  "  ? 

6.  How  may  Capital  Account  be  kept  clear  of  details  ? 

7.  What  is  the  Balance  of  P.  &  L.  called,  and  where  is  it  taken  ? 

8.  Define  Trade  Expenses. 

9.  What  are  Bad  Debts,  and  Discounts  ? 

10.  What  are  Subsidiary  Accounts  ? 

11.  How  are  their  balances  dealt  with  ? 


§VII. 
How  to  Prove. 

[66]  THERE  are  three  kinds  of  accounts  in  Book- 
keeping— Real,  Personal,  and  Nominal,  and  we  have 
already  considered  some  examples  of  each  kind. 

Cash,  Bank,  Goods,  are  REAL  accounts. 

Smith,  Brown,  Jones,  are  PERSONAL  accounts. 

Trade  Expenses,  P.  and  L.,  Capital,  are  NOMINAL 
accounts. 

[67]  The  book  in  which  these  accounts  are  kept  is 
called  the  Ledger.  Many  other  hooks  may  be  used  in 
Book-keeping,  but  the  Ledger  is  the  King  of  all.  The 
others,  however  many  or  few,  and  whatever  names  they 
may  have,  all  in  some  way  or  other  serve  the  Ledger. 
We  shall  see  this  more  clearly  further  on. 

[68]  Suppose  I  have  a  brand-new  Ledger  just  come 
from  the  stationer's.  How  am  I  to  begin  1  What  is 
the  "Alpha"  of  Book-keeping?  Is  it  not  the  Balance 
Sheet]  I  must,  therefore,  have  a  statement  of  my 
Assets  and  Liabilities.  Here  it  is  : — 


/  Mr.  Short £25 

„    Long 25 

ASSETS.            N  Cash 20 

Bank •    .    .    .  50 

^  Goods     .                                  ,  570 


f  Mr.  Twist £     5 

LIABILITIES.^     „    Turner 18 

k    „    Smoothy 100 
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[69]  Now  let  us  make  out  a  Balance  SJteet. 

BALANCE  SHEET. 
Liabilities.  JANUARY  1. 


Assets. 


Mr   Twist 

£ 
5 

s. 
0 

d. 

0 

Mr.  Long 

£ 
25 

8. 

o 

A 

0 

,,  Turner  .  .  . 
,,  Smoothy  .  . 
Balance  (Capital)  . 

.    18 
.  100 
.  567 

0 

0 
0 

0 
0 
0 

,,    Short.    . 
Cash   .    .    . 
Bank  .... 

.    .         25 
...     20 
...    50 

0 
0 
0 

0 
0 
0 

.  —  —  " 

_--  — 

Goods     .    .    . 

.    .    .570 

0 

0 

£690 

0 

0 

£690 

0 

0 

[70]  Tlw  next  thing  will  be  to  open  nine  accounts  in 
tlie  Ledger  headed  respectively  : — 

Twist." 

Turner." 
'  Smoothy." 
'  Capital." 

Short." 
'  Long." 

Cash." 

Bank." 

Goods." 

Lastly,  we  have  to  enter  under  these  headings  which 
we  have  just  made,  the  amounts  as  given  in  the  Balance 
Sheet,  remembering  to  put  Liabilities  on  the  Cr.  side,  and 
Assets  on  the  Dr.  side  of  their  respective  accounts. 

[71]  In  order  to  show  you  very  clearly  how  to  prove, 
I  want  to  get  the  Ledger,  with  all  its  accounts,  in  one 
view.  I  will  therefore  take  a  sheet  of  paper  and  divide 
it  into  little  squares,  and  put  each  account  in  one  square, 
leaving  out  everything  but  the  amounts  for  the  present. 

Remember  that  each  square  is  a  separate  account,  and 
would  in  a  real  Ledger  probably  occupy  a  whole  page. 


THE  LEDGER  IN  ONE  VIEW. 
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40  PRINCIPLE  OF  DOUBLE  ENTRY. 

[72]  We  have  now  "opened  the  Ledger  "—that  is, 
we  have  made  the  necessary  record  of  all  the  facts  at 
the  commencement,  and  the  books  are  ready  to  receive 
the  record  of  any  further  facts  as  they  occur. 

We  may  summarize  as  follows  : — 

1.  Make  out  a  Balance  Sheet. 

2.  Open  Accounts. 

(As  many  as  there  are  items  in  Balance  Sheet.) 

3.  Enter  Amounts. 

(On  the  opposite  side  to  that  in  which  they  appear  in 
Balance  Sheet.) 

[73]  Now,  how  are  we  to  make  a  proper  record  of  the 
facts  as  they  occur  ?  If  we  take  a  few  simple  Business 
"  Transactions  "  and  examine  them,  we  soon  discover  a 
most  important  principle,  namely,  that  each  Transaction 
affects  two  accounts,  and  a  complete  record  of  it  there- 
fore can  only  be  made  by  entering  it  in  two  places.  There 
are  no  exceptions  to  this  rule.  It  is  a  mistake  to  talk 
about  Book-keeping  by  "  Single  Entry."  A  Double 
entry  must  be  made  of  every  Transaction  if  we  wish  to 
"  Prove."  We  shall  see  by  and  by  that  the  so-called 
"  Single  Entry  "  is  realty  Double  Entry. 

[74]  You  may  define  a  "  Transaction  "  as  that  which 
affects  some  of  the  items  of  a  Balance  Sheet.  If  I  buy 
Goods  for  Cash,  Goods  are  increased,  Cash  decreased.  If 
I  get  change  for  a  sovereign  no  part  of  my  Balance 
Sheet  is  affected.  This  is  therefore  not  a  "Transaction." 

[75]  Try  to  look  at  each  Transaction  in  the  liyht  of  its 
effect  on  the  Balance  Sheet. 
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TRANSACTIONS  : 

1.  Sold  £50  worth  of  Goods  for  Cash. 

2.  Sold  £20  worth  of  Goods  to  Mr.  Long. 

3.  Drew  £10  from  Bank. 

4.  Paid  £6  for  Rent. 

5.  Bought  £30  worth  of  Goods  of  Mr.  Wyatt. 

6.  I  pay  Mr.  Twist  £5. 

7.  Mr.  Long  pays  me  £30. 

[76]  Remember  in  all  Real  accounts  to  debit  what 
comes  IN,  and  credit  what  goes  OUT  [23].  In 
Personal  accounts  debit  the  Receiver  and  credit  the 
Giver.  In  Nominal  accounts  debit  your  Losses  and 
credit  your  Gains. 

[77]  According  to  these  rules  you  will  have  the 
following : — 

ENTRIES. 

Cash  account.  Dr.  Because  Cash  comes  IN. 

Goods  account.  Cr.  Because  Goods  go  OUT. 

I  Long's  account.  Dr.  Long  RECEIVES. 

\  Goods  account.  Cr.  Goods  go  OUT. 

(  Cash  account.  Dr.  Because  Cash  ccmes  IN. 

\  Bank  account.  Cr.  Bank  has  something  going  OUT. 

(  P.  and  L.  Dr.  Because  it  is  a  LOSS. 

\  Cash.  Cr.  Because  Cash  goes  OUT. 

Goods.  Dr.  Because  Goods  come  IN. 

Wyatt.  Cr.  Because  Wyatt  GIVES. 

Twist.  Dr.  Because  Twist  RECEIVES. 

Cash.  Cr.  Because  Cash  goes  OUT. 

Cash.  Dr.  Because  Cash  comes  IN. 

Long.  Cr.  Because  Long  GIVES. 


[78]  Now  make  the  entries  in  the  Ledger,  and  it  will 
stand  thus : — 


ENTRIES  IN  THE  LEDGER. 


•eoo 
4  oo 


•QOO 


ei® 


«'    ^s 


TJOOOO 

^•0000 


"* 


TRIAL  BALANCE. 
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[79]  Since  every  amount  entered  in  the  Ledger  appears 
in  two  places,  one  of  which  is  on  the  Dr.  side,  and  the 
other  on  the  Cr.  side,  it  follows  that  the  total  amount  on 
the  Dr.  side  all  through  the  Ledger  will  be  equal  to  the 
total  amount  on  the  Cr.  side.  The  first  step  then  in 
proving  is  to  cast  up  all  the  Debits  and  Credits  separately 
and  ascertain  their  respective  sum  totals.  If  these  totals 
do  not  agree  there  is  certainly  some  mistake,  and  this 
mistake  must  be  discovered  before  proceeding  further. 

This  preliminary  work  is  called  taking  a  Trial 
Balance. 


[80]  We  make  a  Trial  Balance  as  follows  : — 


Debits. 

TRIAL  BALANCE. 

Credits. 

£     s.    d. 

£    s.    d. 

500 

Twist. 

500 

Turner. 

18     0    0 

Smoothy. 

100    0     0 

Capital. 

567     0    0 

25     0    0 

Short. 

45     0    0 

Long. 

30     0     0 

110     0    0 

Cash. 

11     0    0 

50    0     0 

Bank. 

10     0     0 

600     0     0 

Goods. 

70     0    0 

Wyatt, 

30     0    0 

600 

Trade  Expenses. 

£841     0     0 

TOTAL  .... 

£841     0     0 

.__--—..  .  —  —  -  —  , 

[81]  Fortunately  we  are  right  so  far  !     Now  we  must 
u  balance  "  the  accounts  in  the  following  order : — 

(1)  GOODS,  transferring  the  balance  of    Gross  Profit 
to  P.  and  L.  (§  4). 
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(2)  Subsidiary  accounts  (if  any)  [63]. 

(3)  PROFIT  AND    Loss,  transferring   the    balance    of 
Net  Profit  to  Capital  (§  VI.). 

(4)  CAPITAL  ACCOUNT. 

(5)  CASH. 

N.B. — In  real  Life  balance  your  Cash  Account  every  day,  and 
agree  it  with  "Cash  in  hand." 

(6)  ALL   OTHER    ACCOUNTS,  except  those  that    have 
entries  on  one  side  only. 

[82]  "We  will  now  balance  the  accounts  in  our  Ledger 
according  to  the  above  directions.  The  Value  of  Stock 
remaining  unsold  on  Jan.  31,  we  will  suppose  to  be 
£555. 

(1)  Balancing  Goods  I  find  the  Gross  Profit  to  be  .£25, 
which  I  carry  to  P.  &  L. 

(2)  There  are  no  "  Subsidiary  "  accounts. 

(3)  Now  balancing   P.  &  L.,  I  find  the  net  Profit  to 
be  £19,  which  I  carry  to  Capital  account. 

(4)  Lastly,  balancing  Capital  account  I  find  I  am  now 
worth  £586,  which  amount  I  carry  down  to  begin  the 
next  month  with. 

[83]  I  next  proceed  to  balance  the  other  accounts. 
When  this  is  done  the  Ledger  will  appear  thus  : — 
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[84]  The  correctness  of  all  our  work  can  now  be 
proved  by  means  of  a  Final  Balance  Sheet. 

If  every  Balance  is  entered  in  the  Balance  Sheet  on 
the  opposite  side  to  that  in  which  it  appears  in  the 
Ledger,  we  shall  have — 


Liabilities. 


BALANCE  SHEET. 
JANUARY  31  ST. 


Assets. 


£ 

s. 

d. 

£ 

8.    d. 

Turner  .    . 

....      18 

0 

0 

Short    .    . 

....      25 

0     0 

Smoothy  . 

....    100 

0 

0 

Long. 

....      15 

0     0 

Capital  (or 

balance)    586 

0 

0 

Cash.    .    . 

...      99 

0     0 

AVyatt  .    . 

....      30 

0 

0 

Bank     .    . 

....      40 

0     0 

^^—- 

._--  — 

__-.  -— 

Goods    .    . 

....    555 

0     0 

£734 

0 

0 

£734 

0    0 

I  have  at  last  come  to  the  end  of  my  labours.     I  have 
proved  my  books,  and  they  are  right  to  a  penny  ! 

[85]  Let  us  now  gather  up  all  we  have  said  about 
Proving  into  the  following 

SUMMARY. 

1.  Open  the  Books. 

Debit  your  Assets. 
Credit  your  Inabilities. 
Credit  Capital. 

2.  Enter  the  Transactions. 

Debit  what  comes  IN,    Credit  what  goes  OUT. 
Debit  the  RECEIVER,  Credit  the  GIVER. 
Debit  your  LOSSES,      Credit  your  GAINS. 

3.  Make  out  a  Trial  Balance. 

4.  Enter  present  Value  of  Stock,  and  balance  Goods 
account  to  find  Gross  Profit,  which  carry  to  P.  <fe  L. 

5.  Balance  SiLbsidiary  accounts  (if  any). 
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6.  Balance  Profit  and  Losst  and  carry  to  Capital. 

7.  Balance  Capital  to  find  "  what  I  am  worth," 

8.  Prove  by  Final  Balance  Sheet. 

The  whole  subject  of  Balancing  and  Proving  the  Ledger  is 
entered  into  with  great  fulness  in  Lessons  10,  11,  and  12  of  the 
author's  FIRST  LESSONS  IN  BOOK-KEEPING. 

EXERCISE  VIII. 

Open  the  Books,  enter  the  Transactions,  and  prove. 


Jan.     1. 


7. 
12. 


Cash  in  hand 

Goods       ,,      

TRANSACTIONS. 
Sold  Goods  to  R.  Allen  .  . 
Bought  ,,  of  F.  Andrews  . 
Sold  ,  for  Cash  . 


£100 
200 

50 
10 


Value  of  Stock 140 

EXERCISE  IX. 

Open  the  Books,  enter  the  Transactions,  and  prove. 

March  1 .      Cash  in  hand £50 

Goods        „        100 

Mr.  Barton  owes  me 7 

TRANSACTIONS. 

March  2.       Sold  Goods  to  J.  Brown 40 

,,     5.           „            ,,     B.  Barton 10 

,,    12.       J.  Brown  pays  me 25 

,,    13.       Bought  Goods  of  G.  Brand 30 

„   20.       Sold                  for  Cash    .  10 


Value  of  Stock 
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EXERCISE   X. 
Open  tJie  Books,  enter  the  Transactions,  and  prove. 


May    1.       Cash  in  hand £100 

L.  S.  Cooper  owed  me 10 

I  owed  C.  Carter 70 

TllANSACTIONS. 

May    1.       Bought  Goods  of  C.  Carter 200 

„      7.       Sold          „       to  L.  S.  Cooper 10 

,,            „       „  G.  Collins 30 

,,12.       Paid  C.  Carter 140 

L.  R.  Cooper  pays  me 15 

„    30.       Paid  for  Trade  Expenses 2 

Private  Expenses 10 

„    31.       Value  of  Stock  .  175 


EXERCISE  XI. 

1.  "  Open  the  Books  "  from  the  following  statement : — On  the  1st 
of  November  I  had  £190  in  the  Bank,  £140  Cash,  and  £897  worth  of 
Goods.  Mr.  Hawkes  owod  me  £30,  and  Mr.  Belsham  owed  me  £50. 
On  the  other  hand,  I  owed  Mr.  Taylor  £70,  and  Mr.  Reeve  £60. 

2.  Enter  the  following  Transactions  in  the  Ledger  you  have  just 
opened  : — 


Nov.    3. 

„  4. 

,,  5. 

„  16. 

„  20. 

„  22. 

„  23. 

,  30. 


Sold  Goods  for  Cash  .... 
Sold  Goods  to  Mr.  Hawkes  . 
Bought  Goods  of  Mr.  Taylor 

Paid  Mr.  Taylor 

Received  of  Mr.  Hawkes 
Bought  Goods  for  Cash     .    . 
Sold  Goods  to  Mr.  Shippoy  . 

Trade  Expenses 

Private  Expenses 


£80 
20 
55 

100 
50 
35 

110 
15 
10 


3.  Prove  the  Books,  taking  the  value  of  Goods  in  Stock  as  £827. 


EXERCISES  OX  PROVING  THE  BOOKS. 
EXERCISE  XII. 
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Opm  the  Books,  Enter  the  Transactions,  and  Prove.  Open  Sub- 
sidiary accounts  for  "  Discount,"  "Trade  Expenses,"  and  "  Private 
Expenses." 


Dec.    1.       Cash  in  hand £170 

Goods 1280 

I  owe  Mr.  Crittall 33 

4.       Sold  Goods  to  Mr.  Hicks 221 

7.       Paid  Mr.  Crittall  £18,  Discount  £2  .    .  Total  20 

10.       Sold  Goods  to  Mr.  Belshara 105 

12.       Bought  Goods  of  Mr.  Piper 408 

15.               ,,            „       Mr.  Crittall 40 

20.       Mr.  Hicks  paid  me 200 

Discount 21 

28.       Settle  Mr.  CrittalPs  account 

(To  settle  an  account  means  to  pay  what  is  owing.) 
31.       Trade  Expenses— Rent  £15,  Wages  £10,  Sun- 
dries £2    27 

Private  Expenses — Rent  £5,  House  £12,  Sun- 
dries £8 25 

Cash  Sales  for  the  month 360 

Goods  unsold  .  1192 


A  great  variety  of  exercises  of  this  kind  may  be  found  in  First 
Lessons. 


QUESTIONS  ON  §VIL 

1.  Name  the  three  kinds  of  accounts,  and  give  examples  of  each. 

2.  What  is  the  chief  Book  used  in  Book-keeping  ? 

3.  What  is  the  first  thing  to  do  in  "  opening  a  Ledger"  ? 

4.  How  many  accounts  have  to  be  "opened  "  ? 

5.  What  is  a  Transaction  ? 
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6.  What  important  principle  do  we  discover  about  every  Trans 
action  ? 

7.  In  what  special  manner  should  every  Transaction  be  con- 
sidered ? 

8.  Give  rules  for  entering  in  each  of  the  three  kinds  of  accounts 

9.  How  is  a  Trial  Balance  taken  ? 

10.  In  what  order  must  the  accounts  be  balanced  ? 

11.  How  is  the  correctness  of  all  our  work  proved  ? 

12.  What  is  the  first  step  to  be  taken  when  Proving  the  Books  ? 

13.  How  is  it  that  the  two  sides  of  a  Trial  Balance  agree  ? 

14.  Write  out  a  Summary  or  abstract  of  the  whole  course  of  a 
Book-keeper's  work  from  the  beginning  to  the  end. 


§  VIII. 
Errors — How  to  hunt  out  and  rectify  them. 

[86]  YES,  we  have  proved.  But  suppose  when  we 
make  out  our  Balance  Sheet  we  don't  prove  !  What 
then  ?  If  such  a  thing  should  happen  to  you,  and  if  you 
have  really  mastered  what  has  gone  before,  you  will 
know  there  is  a  mistake  somewhere.  You  must  be  quite 
sure  of  this.  If  there  is  any  doubt  or  hesitancy  as  to 
whether  you  have  made  a  mistake  at  all,  you  will  not 
search  for  it  with  the  determination  necessary  to 
success. 

[87]  Mistakes  will  occur.  I  suppose  they  make  mis- 
takes even  in  the  Bank  of  England  (sometimes).  The 
chief  difference  between  good  and  bad  book-keeping  is 
that,  in  the  former,  mistakes  are  inevitably  detected,  and 
hunted  out  and  rectified.  You  will  hunt  for  your  mis- 
takes with  zest,  and  rather  relish  the  excitement  of  the 
chase,  if  you  are  quite  sure  you  are  looking  for  what 
really  exists.  Otherwise  there  is  no  fun  at  all  in  it. 

[88]  Now  I  will  give  you  a  few  hints,  and  then  I  will 
go  a-hunting  with  you. 

How  TO  DETECT  ERRORS. 

The  first  thing  always  is  to  find  out  how  much  you 
differ. 

If  the  difference  is  an  amount  consisting  of  pounds, 
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shillings,  and  pence  (as  £37  9s.  4d),  look  for  those 
figures  in  your  Ledger.  You  will  perhaps  find  them 
on  one  side,  but  not  anywhere  on  the  other.  If  so  you 
will  at  once  have  discovered  your  mistake. 

[89]  Yery  often  a  mistake  arises  from  entering  an 
amount  on  the  wrong  side  of  the  Ledger.  This  will 
cause  you  to  differ  by  double  that  amount  in  your 
Balance  Sheet.  Therefore  look  for  half  your  difference 
in  the  Ledger.  You  may  possibly  find  it  entered  twice  on 
the  Dr.  side,  and  not  at  all  on  the  Cr.  side  (or  vice  versd). 

[90]  If  the  difference  is  a  simple  amount  (such  as 
£100,  £1,  £2,  10s.,  10J.,  or  6d.),  try  your  castings 
again.  The  probability  is  you  will  find  your  error 
there. 

[91]  (4)  If  the  difference  consists  of  lid.  (that  is 
one  shilling  less  one  penny), — Is.  lOd.  (that  is  2s.  less 
2d.),— 2*.  9d.  (that  is  3*.  less  3d.),  &c.  &c.,  you  may 
always  suspect  an  accidental  reversal  of  figures,  as 
6s.  Sd.  for  8s.  Qd.  In  the  same  way  a  difference  of  19s. 
(£1  less  Is.) ;  38s.,  &c.,  would  lead  you  to  look  for  a  re- 
versal of  pounds  and  shillings. 

[92]  (5)  Bear  in  mind  the  possibility  of  a  double 
error.  For  instance  : — 

Difference    \  May  be  accounted  for  thus : 

£10  in  the  casting, 
£9196)  0  mistaken  for  6. 

If  none  of  these  plans  succeed,  you  must 

[93]  (6)  TICK  OFF.  That  is,  every  amount  on  the  Dr. 
side  of  the  Ledger  must  be  "  ticked  off  "  against  a  cor- 
responding amount  on  the  Cr.  side  by  putting  a  tick  ( «y ) 
close  to  each  amount.  This  process,  if  carefully  done, 
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will  be  almost  certain  to  reveal  the  mistake  that  has 
caused  you  so  much  trouble.  If  not,  take  out  a  new 
Trial  Balance,  and  if  still  unsuccessful,  begin  again  and 
go  straight  through  the  whole  process  perseveringly,  as 
many  times  as  may  be  necessary,  until  you  come  quite 
right. 

[94]  Here  is  a  "  Trial  "  Balance  that  does  not  prove. 
Let  us  set  to  work  to  hunt  out  the  mistakes. 

TRIAL  BALANCE. 


£    s.     d. 
248     4     2 

Cash. 

£     s.    d. 
199     0     0 

60     0     0 

Marchant. 

121     0     0 

540     0     0 

Bank. 

50     0     0 

32     3     7 

Martin. 



1063     0    0 

Goods. 

182     0     0 

11     0     0 

P.  &  L. 

400 

20     0     0 
119     0     0 
182     0     0 

Fryer. 
Phillips. 
Jarvis. 

27     0     0 
119     0     0 
150     0     0 

13     0     0 

Capital. 

1364     4     2 

£2278    7     9 

£2216     4     2 

[95]  First  find  out  how  much  you  differ — 


£2278 
2216 


£62     3     7   Over  Dr. 


[96]  Now  let  us  look  at  the  Ledger  : 


HUNTING-GROUND. 


02 


o    I 


EH     : : 

OQ 


•«<=> 


^3  (N  O  O  O 

«  •*<  o  o  o 
c*2°S°,°, 
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[97]  I  look  at  once  for  £62  3s.  Id.  I  cannot  see 
exactly  that  amount.  But  I  see  £32  3s.  Id.  on  the  Dr. 
side  of  Martin's  account.  Can  that  have  anything  to 
do  with  it  1  Look  and  see  if  there  is  a  corresponding 
Cr.  entry  anywhere  in  your  Ledger.  No  !  Then  here 
liTjmrt  of  the  error  at  any  rate.  There  evidently  ought 
to  be  £32  3s.  7d.  more  on  the  Cr.  side,  and  this  will  re- 
duce the  discrepancy  to  £30.  There  is  no  amount  of 
exactly  £30  to  be  seen,  so  I  try  my  castings,  and 
find  Trial  Balance  itself  £10  under  cast  on  Dr.  side. 
Alas,  this  makes  me  £10  worse.  Never  mind,  we  are 
nearer  the  truth,  that  is  one  comfort,  but  I  differ  £40 
now,  and  I  have  checked  all  my  castings.  What  am  1 
to  do  1  Let's  take  Hint  No.  2.  Is  there  an  entry  of 
£20  anywhere?  (Now  we  are  driving  it  in  a  corner.) 
Yes,  there  are  two  such  entries,  and  ah  ! — they  are  both 
on  the  Dr.  side.  The  last  fox  is  run  to  earth. 

How  TO  RECTIFY  ERRORS. 

[98]  Now  I  have  found  out  all  my  errors,  how  can  I 
set  them  straight  1  If  we  remember  that  the  only 
material  part  of  each  account  is  the  Balance,  they  can 
easily  be  rectified  without  making  alterations  in  the 
books,  by  adding  such  amount  either  to  the  Dr.  or  Cr. 
side  as  will  restore  the  balance  of  the  account  to  what  it 
would  have  been  if  no  error  had  been  made. 

[99]  The  following  are  the  Transactions  in  which 
errors  were  madej — 

Sold  Goods  to  Martin,  £32     3     7 
Paid  Fryer  Cash    .    .     20     0     0 

The  errors  made  may  be  rectified  as  follows  : — 

(1st  error)  Goods  account  ought  to  have  been  credited 
£32  3s.  Id.  It  will  be  a  very  simple  matter  to  put  this 
amount  in. 


r.o 


HOW  TO  RECTIFY  ERRORS. 


(2nd  error)  Trial  Balance  should  be  made  on  paper,  so 
that  alterations  in  it  will  not  affect  the  books.  If  we 
wish  to  correct  an  error  in  casting  without  alteration, 
we  do  it  thus  : — 

£2278     7     9   Total 

10     0     0   Under  cast 


£2288     7     9    Corrected  Total 


[100]  (3rd  error)  Cash  account  has  been  debited 
instead  of  credited.  To  restore  the  balance  of  Cash  to 
what  it  would  have  been,  I  must  enter  £20  twice  on  Cr. 
side;  first  to  annul  the  erroneous  debit,  and  then  to 
record  the  outgoing  of  the  Cash. 

($ir  When  and  how  would  this  error  have  been  detected  in 
Real  Life  ?) 

[101]  Mistakes  in  the  Final  Balance  Sheet  are  de- 
tected in  a  similar  manner.  They  do  not  often  occur 
when  Trial  Balance  is  taken  and  proved  first.  They  are 
more  difficult  to  set  straight,  as  the  following  Example 
will  show  : — 


Dr. 


GOODS. 


Cr. 


Jan.   1. 

To  Stock  .    . 

£     s.   d. 

900    0     0 

Jan.  12. 

By  Jarvis  .    . 

£     s.  d. 
1-2    0    0 

„     5. 
„     7. 
„   31. 

„  Marchant 

„  Phillips  . 
„  Profit  .   . 

121     0     0 
42          0 
726 

„   31. 

„  Stock  .   . 

888    2    6 

/^ 

£1070    2    C 

£1070    2    0 

FcK  1. 

To  Stock  .   . 

£888    2    6 
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Dr. 


PROFIT  &  LOSS. 


Or. 


£     s.  d. 

£    s.  d. 

Jan.  30. 

Trade  Exps. 

11     0    0 

Jan.  26. 

Discount  .   . 

400 

„     „ 

Net  Profit     . 

2    6 

„    31. 

Gross  Profit 

726 

£11     2    6 

£11     2    6 

Dr. 


CAPITAL. 


Jan.  21. 

Private  Exps. 

£     s.  d. 
13    0    0 

Jan.    1. 

By  Balance  . 

£     s.   d. 
1364    4    2 

To  Balance  . 

1351    6    8 

... 

„  Net  Profit 

2    6 

£1364    6    8 

£1364    6    8 

Feb.  1. 

By  Balance  . 

£1351    6    8 

[102]  I  will  imagine  the  same  mistake  of  £32  3s.  7d. 
which  we  found  in  our  last  example  to  have  occurred, 
and  to  have  been  detected  after  the  final  balancing  of 
the  books. 

Now,  you  must  notice  first  what  effect  the  omission 
of  this  entry  has  had.  If  entered  in  its  proper  place  the 
Or.  side  of  Goods  account  would  have  been  heavier.  But 
the  two  sides  of  an  account  must  be  made  to  agree  by 
increasing  or  reducing  the  Balance.  Therefore  my  Gross 
Profit  should  have  been  greater.  But  this  again  will 
increase  the  Dr.  side  of  P.  &  L.  account,  and  therefore 
the  Net  Profit  ought  to  have  been  greater.  Finally  we 
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see  that  Capital  account  is  also  affected,  and  the  outcome 
of  all  is  that  the  discovery  of  this  error  shows  me  that  I 
am  worth  ,£32  3s.  7d.  more  than  I  thought,  and  have 
not  been  "  living  on  my  Capital "  as  the  (unproved) 
books  would  lead  one  to  judge. 

[103]  The  simplest  way  then  to  put  the  matter 
straight  is  to  make  an  entry  on  the  Cr.  side  of  Capital 
on  the  next  line  after  "  Feb.  1  "  : — 

Tan   <n     /  By  additional  profit  through  error  in 
an.  n.    |         Goods  account< 

Then  balancing  Capital  once  more,  I  find  out  my  present 
financial  position. 

If  this  error  had  been  corrected  by  altering  the  amounts,  it  would 
have  necessitated  the  alteration  of  not  less  than  50  figures  in  the 
Ledger ! 

[104]  I  shall  now  give  you  an  exercise  in  error 
hunting.  I  need  not  give  you  more  than  one.  You 
will  probably  give  yourself  some  additional  ones  from 
time  to  time,  until  you  have  learnt  two  wholesome 
lessons  :  (1)  that  small  errors  often  entail  disagreeable 
consequences;  and  (2)  that  these  consequences  are 
generally  even  more  troublesome  than  the  very  trouble- 
some pains  by  which  alone  such  errors  can  be  avoided. 


EXERCISE  XIII. 

You  are  required  to  point  out  the  errors  in  the 
following  Ledger,  and  give  (possible)  explanations  of 
the  same  : — 


EXERCISE  IN  ERROR-HUNTING. 


r.o 


02 
Q 

8   

O      tj  <N  o  o 


^•(MOO 
Wi-HOO 


M 
v± 


*•  o  »o  o  o 


*£ 


ry  O  O  O  O  O 
«  O  PH  O  O  O 


13  ^ 


o    «•< 
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QUESTIONS  ON  §  VIII. 

1.  What  is  the  first  tiling  to  do  when  you  fail  to  Prove  ? 

2.  If  you  differed  £10  exactly  what  should  you  do  ? 

3.  If  you  differed  £37  5s.  9d.  what  should  you  do  ? 

4.  If  you  differed  £50,  what  use   would  it  be  to  look  for  an 
amount  of  £25? 

5.  If  you  differed  £3  19s.  8d.,  what  accidental  reversal  of  figures 
might  you  suspect  ? 

6.  What  final  means  must  be  taken  to  discover  errors  if  all 
others  fail  ? 

7.  How  can  errors  be  set  straight  without  alterations  in   the 
books  ? 

8.  How  and  when  would  an  error  in  Cash  Account  be  detected 
in  Real  Life  ? 

9.  Why  is  it  useful  to  find  the  exact  amount  of  the  discrepancy 
before  using  any  other  means. 

10.  Why  are  mistakes  in  Trial   Balance   easier  to  rectify  than 
those  found  in  the  Final  Balance  ? 


§IX. 

How  to  Prevent  Mistakes  (or  Ensure  their  Early 
Detection). 

[105]  PREVENTION  is  better  than  cure,  and  if  we  can 
find  out  how  mistakes  arise  we  can  perhaps  adopt  some 
means  to  prevent  them. 

[106]  If  Ledgers  were  kept  in  actual  business  in  the 
way  that  I  have  shown  you,  by  entering  each  Transaction 
(as  it  occurs)  in  two  different  accounts,  it  is  certain  that 
mistakes  would  often  arise  through  forgetting  to  make 
the  entry  in  both  places,  and  such  mistakes  would  be 
very  difficult  to  discover. 

[107]  It  is  worth  while,  therefore,  to  make  an  inter- 
mediate record  of  the  double  entry  that  has  to  be  made 
in  the  Ledger,  and  then  to  transfer,  or  "  post,"  these 
preparatory  entries  to  their  proper  accounts  in  the 
Ledger. 

[108]  If  this  preliminary  record  is  kept  in  a  book 
ruled  with  separate  columns  for  the  debit  entries  and  the 
credit  entries,  the  casting  and  agreeing  of  these  columns 
(before  "posting")  proves  that  in  this  book,  at  any 
rate,  every  debit  has  a  corresponding  credit  (see  First 
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Lessons  page   106),    and  thus   many  mistakes  are  pre- 
vented. 

[109]  Moreover,  if,  by  chance,  in  the  process  of 
"  Posting,"  any  entry  should  be  forgotten,  the  omission 
would  be  at  once  detected  by  the  Trial  Balance,  and 
easily  traced  to  its  source. 

[110]  This  book  is  called  a  JOURNAL,  and  the  work  of 
making  entries  in  the  Journal  (to  prepare  them  as  it 
were  for  the  Ledger)  in  called  JOURNALISING. 

[Ill]  There  are  other  intermediate  checks,  intended 
to  ensure  the  early  detection  of  errors  and  to  prevent 
their  spreading,  by  repetition  and  transference.  Some 
of  these  may  be  briefly  noticed. 

Calling  over.  If  entries,  after  having  been  made, 
are  "  called  over "  and  ticked  off,  any  mistakes  made 
will  in  all  probability  be  revealed,  more  especially  if  the 
"posting"  and  "calling  over"  are  done  by  different 
persons.  The  process  is,  however,  very  tedious,  and  it 
is  probable  that  in  most  cases  other  and  better  ways  of 
checking  errors  could  be  adopted. 

[112]  Daily  balancing  of  Cash.  A  most  simple  and 
effective  way  of  checking  the  accuracy  of  all  entries 
relating  to  Cash.  Every  one,  from  the  schoolboy  who 
has  twopence  a  week  pocket-money  to  the  busiest  mer- 
chant in  London,  should  count  his  money  daily,  and  see 
that  it  agrees  with  the  balance  of  his  Cash  account. 

[113]  Pass-Book.  When  I  put  money  in  a  Bank, 
my  Banker  gives  me  a  little  book  called  a  "Pass-book," 
which  is  simply  a  copy  (made  by  one  of  the  Bank  clerk:-) 
of  my  account  as  it  stands  in  the  Bank  Books.  This 
Pass-book  should  be  constantly  taken  to  the  Bank  to  be 
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entered  up,  and  as  constantly  checked  with  the  Bank 
account  as  it  stands  in  my  books. 

[114]  Debts  Payable.  If  I  ask  my  "  Creditors"  to 
oblige  me  with  a  "statement  of  account"  at  frequent 
intervals,  I  can  check  their  accounts  as  they  stand  in  my 
Ledger  in  the  same  way  in  which  I  check  the  Bank 
account  by  means  of  the  "  Pass-book." 

[115]  No  such  means  exist  in  ordinary  cases  for  checking  the 
accuracy  of  Debts  Receivable,  for  most  of  my  debtors  do  not  keep 
accounts  of  what  they  owe  !  If  I  forget  to  debit  a  man  I  lose  the 
money !  If  I  debit  him  in  error,  I  either  cheat  him  or  greatly 
vex  him.  Great  care  is  therefore  needed  in  making  entries  in 
D.R.  accounts.  Where  orders  come  by  post,  or  are  entered  in 
a  book,  the  entries  may  be  checked  off  against  the  letters  or 
Order  Book. 

[116]  Goods  Account.  Those  who  buy  and  sell  par- 
ticular kinds  of  merchandise,  the  quantities  of  which 
can  be  calculated  without  too  much  labour,  may  prevent 
errors  and  often  check  fraud  by  keeping  this  account 
with  a  "  quantity  column,"  as  shown  in  First  Lessons 
(page  89). 

[117]  The  most  important  of  these  "  checks,"  how- 
ever, is  the  Journal.  The  Journal  not  only  quickly 
detects  mistakes,  it  actually  prevents  them,  by  jogging 
the  memory  in  the  very  act  of  making  the  original  entry 
of  the  Transaction,  as  to  the  all-important  point  of 
making  the  record  complete  (that  is  "  Double ").  We 
must  therefore  take  some  pains  to  understand  and 
practise  the  art  of  M  Journalising." 

[118]  The  Journal  may  be  ruled  in  various  ways. 
The  most  common  is  as  follows  : — 
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FOLIOING. 
JOURNAL. 


Date. 

Ledger 
Folio. 

Entry. 

Dr. 

Cr. 

Jan.  1. 

v/ 

CashDr  

£50 

v/ 

To  Goods 

£50 

„     2. 

v/ 

Long  Dr  

20 

"     " 

v/ 

To  Goods  

20 

[119]  The  column  "Ledger  folio"  requires  explana- 
tion. Every  page  of  the  Ledger  is  numbered,  the 
number  of  any  page  being  called  the  folio.  When  the 
entry  has  been- posted  from  the  Journal  into  the  Ledger, 
the  poster  puts  the  Ledger  folio  in  the  narrow  column 
of  the  Journal,  for  two  reasons — 

(1)  That   he   may   know   which    entries   have    been 
posted. 

(2)  That  he  may  be  able  to  refer  to  any  particular 
entry  easily. 

It  is  very  necessary  to  put  the  folios  in  real  life,  but  in  these 
Exercises  it  is  better  to  use  ticks  as  in  the  example,  "folioing" 
taking  the  learner's  attention  away  from  more  important  matters. 

[120]  The  ruling  shown  below  is  perhaps  simpler  for 
beginners,  though  it  is  well  to  practise  a  variety  of 
forms.  The  example  given  consists  of  the  proper 
Journal  entries  for  the  Transactions  given  in  [75]. 

[121]  The  Assets  and  Liabilities  at  the  commencement 
are  Journalised  according  to  the  following  very  simple 
Rule:— 
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Debit  the  Assets. 

Credit  the  Liabilities. 

Credit  "Capital"  with  the  difference. 

Unless,  perchance,  you  are  Lisolvcnt !  when  you  must  Debit  Capital. 


[122] 


Dr. 


EXAMPLE  OF  JOURNALISING. 
JANUARY,  1890. 


Or. 


Amount. 

Ledger. 
Folio. 

Account  to  be 
Debited. 

Day  of 
Month. 

Account  to  be 
Credited. 

Ledger 
Folio. 

Amount. 

£25 
25 
20 

v/ 
\/ 
V 

Long  .   .  \ 
Short.   . 
Cash   .   .    ) 

1 

Twist    .  \ 
Turner  .    1 
Smoothy   1 

v/ 

v/ 

v/ 

£5 
18 
100 

50 

v/ 

Bank  .   . 

M 

Capital    > 

v/ 

567 

570 

v/ 

Goods.   .  J 

„ 

— 

• 

50 

v/ 

Cash  .... 

1 

Goods  .   .    . 

v/ 

50  * 

20 

v/ 

Long  .... 

2 

Goods  .   .   . 

v/ 

20 

10 
G 

v 

v/ 

Cash  .... 
P.  &  L.     .   . 

3 
4 

Bank    .   .   . 
Cash     .   .   . 

v/ 
v/ 

10 
G 

30 

N' 

Goods    .   .   . 

5 

Wyatt  .    .    . 

v/ 

30 

5 

V/ 

Twist    .   .   . 

6 

Cash     .   .   . 

v/ 

5 

.    30 

\/ 

Cash  .... 

7 

Long       .   . 

• 

30 

£841 

£8-41 

[123]  Before  proceeding  further,  notice  that  the  two 
Totals  not  only  agree  with  each  other,  they  agree  with 
the  Totals  of  Trial  Balance  [80]. 

We  will  now  look  at  an  example  of  Posting,  the 
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POSTING. 


operation  being  quite  mechanical  (perhaps  some  future 
Edison  will  invent  a  posting-machine),  and  the  rules  very 
simple. 

POSTING  THE  JOURNAL. 

(1)  Open   the  Ledger  at  the  account  named  in  the 
Journal. 

(2)  Enter  the  date,  the  name  of  the  other  account 
involved,  and   the  amount,  on  the    same    side   in   the 
Ledger  as  that  on  which  they  appear  in  the  Journal. 

(3)  Enter  the  Journal  folio  in  the  Ledger. 

(4)  Enter  the  Ledger  folio  in  the  Journal. 


[124] 


EXAMPLE. 


The  following  example  shows  the  same  Ledger  as  that 
given  in  Skeleton  form  in  [78].  This  is  the  full  or 
complete  form,  as  used  in  ordinary  business  affairs,  the 
accounts  being  all  made  out  as  shown  already  in  §  3,  4, 
5,  6.  The  "  Skeleton "  form,  though  very  useful  for 
exercises  in  "  proving,"  and  for  showing  the  principle  of 
Double  Entry,  would  be  inconvenient  in  actual  practice, 
where  the  dates  and  particulars  of  each  transaction  are 
constantly  needed. 


LEDGER. 

Dr.                                            LONG.                                           Or. 
Folio.                                                            Folio. 

Jan.  1. 
„     2. 

To  Balance  .    .    . 
„  Goods    .    .    . 

£25 
20 

Jan.  7. 

By  Cash  .   .   . 

£30 
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Dr.                                             SHORT.                                            Cr. 

Folio.                                                           Folio. 

Jan.  1. 

To  Balance     .   . 

£25 

1 

J)r. 


Folio. 


TWIST. 


Folio. 


Cr. 


Jan.  6. 

To  Cash  .... 

£5 

Jan.  1. 

By  Balance    .   . 

£5 

Dr. 

TUR 

NER. 

Cr. 

Folio.                                                           Folio. 

1    • 

Jan.  1. 

By  Balance    .   . 

£18 

Dr. 


Folio. 


SMOOTHY. 


Folio. 


Or. 


Jan.  1. 

By  Balance    .   . 

£100 

D    2 
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Dr                                          WYATT.                                          Or. 

Folio.                                                              Folio. 

i 

Jan.  5. 

By  Goods    .   .   . 

£30 

Dr. 

] 

Polio 

CA 

$H. 

Foli< 

>. 

Or. 

Jan.  1. 

To  Balance     .   . 

£20 

Jan.  4. 

By  P.  &L.     .   . 

£6 

»     » 

„  Goods    .   .   . 

50 

„   6. 

„  Twist    .   .   . 

5 

„     3. 

,,  Bank  .... 

10 

„     7. 

,,  Long  .... 

30 

Dr                                             BANK.                                             Or. 
Polio.                                                  Folio. 

Jan.  1. 

To  Balance  .   .   . 

£50 

Jan.  3. 

By  Cash  .... 

£10 

Dr. 

Folic 

). 

G0( 

DDS. 

Foli 

0. 

Or. 

Jan.  1. 

To  Balance  .    .   . 

£570 

Jan.  1. 

By  Cash  .... 

£50 

„    5. 

„  Wyatt    .   .   . 

30 

„    2. 

„  Long.    .   .    . 

20 

CONDENSED  LEDGER. 


Dr. 


Folio. 


PROFIT  &  LOSS. 

Folio. 


Cr. 


Jan.  4. 

To  Cash  .   .  .  . 

£Q 

Dr. 


Folio. 


CAPITAL. 


Folio. 


Cr. 


Jan.  1. 

By  Balance    .   . 

,£567 

Personal  accounts  and  Cash  might  have  been  posted 
in  the  condensed  form  shown  below,  a  method  which 
sometimes  has  great  advantages,  as  was  pointed  out 
in  §V. 


Dr. 


Folio. 


Example  of  Condensed  ledger. 
DEBTS  PAYABLE. 

Folio. 


Cr. 


Jan.  G. 

To  Twist  .... 

*f 

Jan.  1. 

By  Twist    .   .   . 

£5 

«    .» 

,,  Turner  .    .   . 

IS 

»    .. 

„  Sraoothy  .    . 

100 

,,    5. 

„  Wyatt   .   .   . 

30 
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Dr. 


Fol'o 


DEBTS  RECEIVABLE. 

Folio. 


Jan.    1. 

To  Long  .... 

£23 

Jan.  7. 

By  Long.   .   . 

£30 

»      n 

,,  Short.    .   .    . 

25 

„      2. 

„  Long  .... 

20 

Dr.                                             CASH.                                              Cr. 
Folio.                        Bank.  Office.              Folio.                       Bank.  Office. 

Jan.  1. 

To  Balauce  . 

£50 

£CO 

Jan.  3. 

By  Cash     . 

£10 

»     » 

„  Goods     . 

50 

„    4. 

„  P.  &  L. 

£6 

»     3. 

„  Bank  .    . 

10 

,,    6. 

„  Twist  . 

5 

7. 

,,  Long  .   . 

30 

[125]  The  real  difficulty  of  Journalising  consists  in 
deciding  under  what  heads  of  account  the  Transaction 
in  question  should  be  placed.  You  can  never  expect  to 
be  an  expert  accountant  without  practising  much  and 
carefully  the  art  of  Journalising. 

You  must  think  about  each  Transaction,  and  think 
according  to  plan. 

[126]  I  will  give  you  a  little  help  in  arranging  your 
thoughts.  You  remember  we  said  that  the  Balance 
Sheet  was  the  alpha  and  omega  of  Book-keeping,  and 
that  a  "  Transaction  "  might  be  defined  as  that  which 
affects  the  Balance  Sheet.  Now  a  Balance  Sheet  con- 
sists of  Assets,  Liabilities,  and  Capital.  These  three 
— and  nothing  besides.  Every  Transaction  therefore 
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must  affect  one  or  more  of  these  three.     And  it  can 
only  do  so  by  way  of  Increase  or  Decrease. 

[127]  We  can  easily  then  make  a  little  Memory 
Picture  of  all  the  possible  ways  in  which  Transactions 
can  affect  a  Balance  Sheet. 


EVERY  TRANSACTION  must  involve  two  of  these  things. 

1.  Increase  of  Assets.  A  + 

2.  Decrease  of  Assets.  A  - 

3.  Increase  of  Liabilities.  L  + 

4.  Decrease  of  Liabilities.  L  - 

5.  Increase  of  Capital.  C  + 

6.  Decrease  of  Capital.  C  - 


NOTE.— ASSETS  are  increased  by  Debits— LIABILITIES  and  CAPITAL 
are  increased  by  Credits. 

And  every  fact  that  involves  one  of  these  things  must 
also  involve  another,  and  must  be  a  "  Transaction." 

[128]  You  now  see  how  it  is  that  every  Transaction 
requires  for  its  complete  record  a  DOUBLE  entry.  I  ad- 
vise you  to  ponder  this  principle.  Do  not  take  it  on 
trust,  but  test  it  for  yourself,  and  master  it. 

[129]  Notice  that  Assets  are  always  equal  to  Liabili- 
ties +  Capital.  We  start  with 

A  =  L  +  C 

an  equation  which  holds  good  whether  "  C  "  be  positive 
or  negative,  and  which  nothing  can  disturb. 
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[130]  It  follows  from  this  that  if  you  want  to  increase 
your  capital,  there  are  only  two  ways  in  which  you  can 
do  so 

Either  by  ( Increasing  your  Assets 
or  by     \  Decreasing  your  Liabilities. 

Any  attempt  to  carry  out  this  purpose  by  skilful 
arrangement  or  manipulation  of  figures  must  be  as 
foolish  and  as  futile  as  the  attempt  to  discover  perpetual 
motion. 

[131]  Let  us  now  indicate  in  what  two  ways  B.S.  is 
affected  by  each  of  the  following  transactions  : — 


Settled  Mr.  Robinson's  account  .  .  £50 
Bought  Goods  of  Mr.  Jackson  .  .  40 
Received  for  services  rendered  .  .  30 
Paid  for  Trade  Expenses  ....  20 
Paid  Cash  into  Bank  .  10 


A  -  50,  L  -  50 

A  +  40,  L  +  40 

A  +  30,  C  +  30 

A  -  20,  C  -  20 

A  +  10,  A  -  10 


Or  A  +  80  -  80  =  (L  +  40  -  50)  +  (C  +  30  -  20) 
i.e.  A  =  (L  -  10)  +  (C  +  10). 

Whence  I  can  see  at  a  glance  that  whilst  my  Assets 
are  the  same  as  at  the  beginning,  my  Liabilities  have 
decreased,  and  my  Capital  has  increased  by  £10. 

EXERCISE  XIV. 

Indicate  (as  above)  in  what  two  ways  B.S.  is  affected 
by  each  of  the  Transactions  in  Exercise  VI.  p.  28. 

[132]  EXAMPLES. 

I  will  now  give  a  few  hints  on  Journalising  certain 
Transactions  which  may  present  difficulties  to  be- 
ginners. 
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Accounts  settled. 

To  "settle  an  account"  means  to  pay  what  is  owing.  The 
Journal  entry  will  therefore  be  either 

Smith  Dr.  To  Cash  Cr. 

or  Cash  Dr.  To  Smith  Cr. 

[133]  Accounts  due  and  not  paid. 

If  "I  owe  J.  Smith,"  he  is  my  Creditor;  I  must  "credit" 
Smith  as  soon  as  I  discover  that  I  owe  him  anything,  or  as  soon  as 
the  account  is  due  (unless  I  pay  immediately).  If  Rent  becomes 
due  on  Dec.  25,  I  must  therefore  credit  the  Landlord.  If  you 
want  to  know  what  to  debit,  think  of  what  you  would  debit  if  the 
Rent  had  been  paid  ;  and  notice  thoughtfully  the  words  in  brackets 
in  the  definition  of  Trade  Expenses  given  in  [59.] 

[134]  Assets  and  Liabilities. 

Debit  your  Assets  and  Credit  your  Liabilities.  If  my  Assets  are 
Cash,  Bank,  Goods,  and  Smith,  and^my  Liabilities  Brown  and 
Black,  I  must  Journalise  thus  : — 

/^__t-          TV_ 

To  Brown  Cr. 
To  Black   Cr. 


Smith  Dr. 


To  Capital  Cr. 


[135]  Bad  Debts. 


"  Write  off  Smith's  account  as  a  Bad  Debt"  means,  Carry  the 
balance  of  Smith's  account  to  Bad  Debts  account  (or  P.  &  L.), 
so  that  the  Journal  entry  would  be  P.  &  L.  Dr.  To  Smith  Cr. 
"  To  make  a  Composition  with  one's  Creditors  "  is  to  arrange  to 
pay  them  part  of  one's  debt  instead  of  the  whole.  The  Composi- 
tion may  be  paid  in  one  or  more  "  dividends."  The  Transaction 
"  I  agree  to  accept  Comp.  of  6s.  8d.  in  the  £  on  Smith's  account 
(of  £1  say)  and  have  received  the  first  dividend  of  3s.  4d."  would 
therefore  be  Journalised — 

Cash  Dr Bs.  id. 

P.  <&  L.  Dr.  (loss)  13*.  4d.     To  Smith  Cr.  16s.  8d. 

leaving  a  balance  of  3s.  4d.  in  Smith's  account  still  unsettled,  to 
be  paid  by  the  second  dividend.  The  above  amounts  must  of 
course  be  multiplied  by  the  number  of  pounds  Smith  owes  me. 
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[136]  Cash  short. 

'  The  Cash  has  evidently  gone  OUT,  in  some  way,  and  as  I  cannot 
account  for  it  I  must  call  it  a  Loss.  You  know  what  to  do  with 
"  Losses,"  and  you  know  what  to  do  when  Cash  goes  OUT. 

[137]  Cheques  received  or  paid  away. 

To  pay  money  "  by  Cheque  "  is  to  pay  it  from  your  stock  of  Cash 
at  the  Bank.  As  Bank  goes  OUT,  Bank  must  be  credited.  When 
cheques  are  received  by  me,  they  ought  to  be  paid  in  to  the  Bank 
the  same  day,  and  in  these  exercises  this  is  assumed  to  be  the  case. 
So  that  "  Mr.  Smith  gives  me  his  cheque  for  £10  "  means  Bank  IN. 

[138]  Discounts. 

A  Discount  Transaction  is  almost  always  connected  with  a  Cash 
Transaction.  Get  the  Cash  right  (by  the  IN  or  OUT  principle), 
and  the  Discount  will  follow,  that  is,  when  Cash  is  Dr.  to  Smith, 
Discount  is  also  Dr.  to  Smith,  and  vice  versd.  In  the  following 
example  the  Discount  must  be  subtracted.  "  Settle  Jones's  account 
less  £2  Discount."  The  wording  of  the  Transaction  will  show 
whether  to  add  or  subtract.  We  often  speak  of  Five  per  cent. 
discount,  which  means  one  shilling  for  every  pound. 

[139]  Goods  sold  for  Cash. 

A  sale  of  Goods  usually  involves  a  Profit,  and  the  fact  of  this 
gain  must  be  recorded,  or  our  books  will  contain  an  incomplete 
account  of  our  affairs.  It  is,  however,  much  more  convenient  in 
practice  to  postpone  this  part  of  the  matter  till  stock  taking,  when 
the  profit  of  all  the  sales  for  the  whole  period  since  last  stock  taking 
is  easily  and  accurately  found  by  balancing  Goods  Account  in  the 
manner  shown  in  §  IV. 

[140]  Goods  sold  to  Smith  for  Cash. 

This  looks  at  first  sight  as  if  it  needed  three  entries.  And  indeed 
it  may  be  entered  in  three  accounts,  but  then  you  must  make  four 
entries.  For  you  will  notice  that  in  this  case  the  "  person  "  is  both 
a  Receiver  and  a  Giver,  and  must  therefore  be  both  debited  and 
credited.  Or  the  entry  in  the  Personal  Account  may,  if  you  please, 
be  omitted  altogether. 

[141]  Goods  taken  for  Office  or  Private  Use. 

These  Goods  can  no  longer  be  reckoned  as  an  Asset.  Therefore 
11  Goods  "  have  gone  OUT.  If  taken  for  Office  use,  it  is  a  Business 
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Loss.     (Debit  your  Losses;    Credit  your  Gains.)     If  for  Private 
use,  it  is  the  same  as  if  I  had  taken  Cash  for  Private  use. 

[142]  Goods— Valuation  of  Unsold  Goods. 

No  Journal  entry  need  be  made  of  this.  It  is  given  to  enable 
you  to  balance  Goods  Account,  and  after  balancing  appears  again 
on  the  Dr.  side  of  the  next  Goods  Account. 

[143]  Private  Expenses. 

"  Drew  for  self"  =  Drew  cash  for  self.  If  there  are  many 
entries  of  this  kind,  open  a  "Private  Expenses"  Account,  to  be 
balanced  and  carried  to  "  Capital"  before  Proving.  If  only  a  few 
such  entries,  debit  Capital  at  once. 


EXERCISE  XY. 

(1)  Journalise.     (2)  Post.     (3)  Prove. 


Dec.    1. 


3. 

in. 
n. 

if.. 

31. 


Cash  in  hand 

Goods  in  ,,      

I  owe  Mr.  Hardy 

Mr.  Harris  owes  me 

Houghton  and  Son  owe  me 

Mr.   Harris  settles  his  account,   less  5   per 

cent,  discount. 

Sold  Goods  to  W.  Heaver 

Bought  „     of  M.  Hardy      

Paid  Mr.  Hardy 

And  he  allowed  me  Discount 

Sold  Goods  to  Howell  and  Co 

Monthly  Cash  Sales 

Trade  Expenses 

Personal    ,,        

Value  of  Stock  . 


£7 
194 
12 
20 
35 


14 

24 

2 

13 

93 

2 

5 

124 


7 1'» 
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EXERCISE  XVI. 
(1)  Journalise.     (2)  Post.     (3)  Prove. 


April  1. 

Cash  £20,  Bank  £85,  Goods  £788. 

•.  ;        »> 

Manning  and  Co.  owe  me     

£40 

»            5  I 

I  owe  Morris  and  Son    
Mather  and  Co.  owe  me    

125 
70 

W.  R.  Mountain  owes  me 

3 

n       5. 

„     7. 

Write  off  Mountain's  account  as  a  bad  debt. 
Mather  and  Co.  pays  me  

50 

„     8- 

,,             ,,      buy  Goods  of  me    

20 

,.    12. 

,,            ,,      settle,  less  5  per  cent. 

>.    15. 

Sold  Goods  for  Cash      

150 

„    16. 

Settle  with  Morris  and  Son,  they  allowing 
me  Discount    . 

6 

„    20. 

Accept  Comp.  of  4s.  in  the  £  from  Manning 
and  Co. 

„    30. 

Trade  Expenses  
Private     ,  , 

13 
20 

»      .•> 

Value  of  Stock  

669 

A  large  number  of  Short  Exercises  of  this  kind  will  be  found  in 
First  Lessons,  pages  147  to  161. 


EXERCISE  XVII. 

(1)  Journalise  the  following  series  : — 

(2)  Post  into  a  Ledger  (as  in  paragraph  124),  opening  only  the 
following  nine  accounts:  Cash  (in  hand  and  Bank),  Goods,  T.  E., 
Bad  Debts,  Discounts,  Capital,  Sundry  Debtors,  Sundry  Creditors. 

(3)  Balance  and  Prove  (taking  Goods  unsold  as  worth  £600). 

(4)  Give  the  following  particulars  :   Net  Monthly  Income  and 
Expenditure,  Present  Capital,  Total  Sales,  Total  Purchases,  Present 
Liabilities,  Solvent  or  Insolvent  ? 
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Assets— Cash  £20,  Goods  £700,  Dickson£100. 
liabilities—  Mason  £50,  Clerk's  Salary  due  £2. 

Sold  Goods  to  J.  Smiles 

Bought  ,,  of  F.  Escott 

Sold  ,,  to  J.  Smiles  for  Cash 

Paid  into  Bank 

,,    for  Trade  Expenses 

,,    Mr.  Escott  on  account 

,,    Office  Stationery 

,,    Clerk's  Salary  £4,  of  which  £2  was  due 
on  May  1      

Sundry  Cash  Sales 

Cash  Purchases  paid  by  cheque 

Received  of  Mr.  Dickson 

Drew  cheque  for  self 

Bought  Goods  of  W.  Baker  "  on  credit " J  .    . 

Cash  Balance  this  day,  over 

Goods  sent  home  for  personal  use 

Dickson  settles  his  account. 
Give  Baker  my  cheque  to  settle. 

Smiles  settles  by  cheque,  I  allowing  him  5 
per  cent  Discount. 

Charge  J.  Wilson  for  Services  rendered  to  him 

Pay  Mason  cheque  for 

And  he  allows  me  an  abatement  of    .... 

Settle  Escott's  account,  less  5  per  cent.  Dis- 
count. 

Wilson  becomes  Insolvent  and  pays  me  10s. 

in  the  £. 

Goods  taken  from  Warehouse  for  Samples  . 
Rent  of  Office  falls  due 


1  All  Goods  are  bought  and  sold  "on  credit"  unless  stated  otherwise, 
you  understand  the  words  they  will  present  no  difficulty. 
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QUESTIONS  ON  §IX. 

1.  How  would  mistakes  be  sure  to  arise  in  practice  if  entries 
were  made  at  once  in  the  Ledger  ? 

2.  How  can  it  possibly  save  trouble  to  enter  Transactions  in  one 
book  first  and  then  copy  them  into  another  ? 

3.  What  is  the  use  of  a  Journal  ? 

4.  What  other  intermediate  checks  on  accuracy  are  there  ? 

5.  What  is  the  use  of  putting  Ledger  Folios  in  the  Journal  ? 

6.  How  are  Assets  and  Liabilities  journalised  ? 

7.  How  is  the  Journal  "  posted  "  ? 

8.  Name  all  the  possible  ways  in  which  Transactions  can  affect 
the  Balance  Sheet. 

9.  Prove  by  examples  that  the  equation  A  =  L  +  C  holds  good 
whether  a  man  is  Solvent  or  Insolvent  ? 

10.  What  are  the  only  two  ways  of  increasing  Capital  ? 

11.  What  is  meant  by  "settling  an  account." 

12.  What  must  I  do  when  accounts  become  due  and  are  not  paid  ? 

13.  What  is  meant  by  Composition  and  Dividend  ? 

14.  How  would  you  Journalise  "  Cash  short." 

15.  Give  a  simple  rule  for  Journalising  Discount  ? 

16.  In  what    two    ways    might  the    following  Transaction    be 
entered?— "Goods  sold  to  J.  Smith  for  Cash." 


§x. 

How  to  save  trouble  by  putting  Entries  in  separate 
Books. 

[144]  You  will,  I  am  sure,  have  noticed,  in  doing 
some  of  the  previous  exercises,  two  accounts  much 
longer  than  the  others,  viz. : — Cash  and  Goods ;  and 
perhaps,  in  posting  from  the  Journal,  you  were  wise 
enough  to  save  yourself  some  little  trouble  by  posting 
all  the  entries  for  Goods  account  at  the  same  time,  and 
likewise  all  the  entries  for  Cash  account.  Has  it  oc- 
curred to  you  that  it  would  come  to  the  same  thing  if  you 
were  to  enter  all  those  items  to  Goods  (or  Cash)  account  in 
one  line  in  one  large  amount,  instead  of  making  six  or 
eight  entries  of  as  many  small  amounts  1  If  not,  you 
may  reflect  upon  the  matter,  and  you  will  see  no  reason 
why  this  should  not  be  done,  both  with  Goods  and  Cash 
accounts.  That  is  to  say,  the  entries  for  each  of  these 
two  important  accounts,  may  if  we  choose  be  collected 
and  all  posted  in  two  entries,  viz.  : — one  entry  for  the 
Dr.,  and  one  for  the  Cr.  side. 

[145]  We  will  suppose  then,  that  we  collect  all  those 
entries  that  refer  to  Goods,  and  arrange  them  in  two 
divisions : — Goods  Inwards  (or  Goods  bought),  and 
Goods  outwards  (or  Goods  sold).  We  will  do  the  same 
with  those  entries  that  refer  to  Cash  ;  arranging  these 
as  Cash  Inwards  (or  Cash  Received),  and  Cash  Outwards 
(or  Cash  Paid). 
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DAY  BOOK,  INVOICE  BOOK,  &c. 


(1)  This  work  of  classifying  and  arranging  might 
easily  be  done  by  using  two  books,  which  we  should 
call  Goods  Book  and  Cash  Book,  and  by  entering  the 
transactions  on  either  the  right-hand  or  the  left-hand 
page,  according  to  whether  the  Goods  or  Cash  came  In 
or  went  Out. 


Or  (2)  you  might  use  three  Books. 


Or  (3)  by  dividing  the  Cash  Book  as   well   as  the 
Goods  Book  you  could  use  four  Books. 


[146]  Suppose  you  have  a  business,  where  in  the  course 
of   one   month,    there   are,  besides   other  Transactions, 
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exactly  1000  involving  Sales  of  Goods.  This  would  re- 
quire (by  the  Journal  method)  1000  Debits  and  1000 
Credits  in  the  Journal,  and  of  course  the  same  in  the 
Ledger.  But  by  collecting  and  adding  (though  we 
cannot  save  trouble  with  the  1000  DEBITS),  we  can  put 
the  1000  CREDITS  in  one  line,  and  thus  save  999  Entries 
and  999  Postings  ! 

The  same  principle  applies  to 

Purchases  of  Goods, 

Receipts  of  Cash, 

Payments  of  Cash. 

[147]  This  labour-saving  method  is  often  ?mscalled 
"  SINGLE  ENTRY."  It  is  either  Double  Entry  or  not 
Book-keeping  at  all. 

T/ie  Shopkeeper's  plan  is  Single  Entry,  but  not  Book- 
keeping ;  for  the  majority  of  shop-keepers  use  a  Day 
Book,  and  post  their  thousand  Debits  to  their  cus- 
tomers' accounts,  but  neglect  to  post  the  one  very 
important  Credit  to  Goods  account  ! 

The  "Single  Entry"  of  the  Book-keeping  books  is 
Book-keeping,  (if  you  follow  it  out  thoroughly)  but  is 
not  Single  Entry.  For  the  entries  of  the  Total  Sales 
and  Purchases  to  Goods  account  are  the  second  or 
Double  Entry,  and  make  the  whole  method  an  effective 
and  complete  system. 

We  shall  probably  have  more  to  say  about  "  Systems 
of  Book-keeping  "  later  on. 

[148]  A  few  examples  will  show  you  both  the  method 
and  advantages  of  the  plan  we  are  now  speaking  of. 
"We  shall  want  four  preparatory  books — 

(1)  A  DAY  BOOK,  for  all  Sales  on  Credit. 

/2)  An  INVOICE  BOOK,  for  all  Credit  Purchases. 

(3)  A  CASH  BOOK,  for  all  entries  relating  to  Cash. 

(4)  A  Journal,  for  entries  that  do  not  refer  either  to 
Cash  or  Goods. 
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[  1 49]  Example  of  Day  Book. 

JANUARY  1890. 


Folio. 

1. 

£    ».    d. 

£    i.    d. 

W.  Plimsoll,  1  Cupar  Terrace. 

2  Ibs.  Currants        4JJ  

9 

10  Ibs.  Sugar             3jd  

2  11 

^, 

1  I  Ibs.  Rice               2id.  

2  11 

f^l 

6  Ibs.  Sugar              td  

1     6 

Zr 

3  Ibs.  Black  Tea  2*.  2d  

C    6 

4  Ibs.  Coffee         1«.  3d  

5    0 

Yorkshire  Relish  

5 



1     0     0 

2. 

IT. 

J.  Searle  —  Goods  

12  10    0 

3. 

85. 

W.  Greene—  Goods  

COO 

4. 

40. 

E.  Nevill—  Goods  

26    0    0 

5  to  30. 

Sundry  other  entries   

200    0    0 

122. 

Goods  Cr.     By  Credit  Sales    . 

£245  10    0 

[150]  It  is  found  convenient  in  practice  to  have  two 
columns  in  the  Day  Book,  and  to  use  the  inner  one  for 
particulars  of  Goods  sold,  only  the  Total  of  each  Trans- 
action, as  entered  in  the  outer  column,  being  posted  into 
the  Ledger.  As  this  method  tends,  however,  to  obscure 
the  principle  of  Book-keeping  (which  it  is  the  chief 
purpose  of  this  book  to  show),  only  one  example  of  the 
practice  is  given. 


INVOICE  BOOK  AND  CASH  BOOK. 

[151]  Example  of  Invoice  Book. 

JUNE  1890. 


Folio. 

1. 

£     s.  d. 

£.3. 

L.  Sarson,  Cr.     By  Goods  

15    2    6 

79. 

N.  Outram,  Cr.     By  Goods    

8  10    0 

19. 

M.  Andrews,  Cr.     By  Goods     

7  10    0 

24. 

S.  Wright,  Cr.     By  Goods  

220 

92. 

T.  Hampson,  Cr.     By  Goods    

51     0    6 

Sundry  other  entries    .... 

150    0    0 

122. 


Goods  Dr.    To  Credit  Purchases  ...  .  £234    5    0 


[152]  It  is  more  convenient  in  actual  business  not  to 
enter  particulars  of  Credit  Purchases  in  this  book,  as 
these  are  all  given  on  the  Invoices,  or  lists  of  Goods 
supplied  to  me  on  Credit.  Indeed,  the  Invoices  may  them- 
selves be  made  to  do  the  preparatory  work,  either  being 
pasted  in  a  book  or  securely  locked  up  in  order,  and  the 
Ledger  postings  made  direct  from  them.  There  is  no 
objection  to  this  plan  if  it  is  carefully  and  systematically 
carried  out.  The  Total  must,  however,  be  accurately 
ascertained,  in  order  to  post  to  the  Debit  of  Goods  account. 

The  Totals  of  these  two  books  are  posted  to  Goods 
account,  which  thus  appears  in  abstract  form  [29].  The 
separate  items  are  posted  to  their  proper  accounts  in  the 
Ledger. 

[153]         Example  of  Cash  Book  Inwards. 
CASH  INWARDS  BOOK. 


Ledger 

Discounts. 

Cash. 

Folio. 

£         s.        d. 

£            8.           d. 

To  Mr.  Jones,  Cr  

5 

0 

5 

0 

0 

,,  E.  Amberley,  Cr  

2 

0 

10 

0 

,,  Jackson  and  Co.,  Cr.    .   .   . 

1 

3 

2 

5 

0 

„  W.  Wilde  and  Son,  Cr.     .   . 

1 

5 

0 

23 

15 

0 

Cash,  Dr.    To  Receipts  .   . 

31 

10 

0 

P.  &  L.,  Dr.    To  Discounts 

1 

11 

5 

84 
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[154]  The  separate  items  to  be  posted  to  their  proper 
accounts  in  the  Ledger.  The  Total  of  the  Cash  columm 
to  be  posted  to  Cash  account,  the  total  of  the  Discount 
column  to  Profit  and  Loss. 

Cash  Book  Outwards  is  kept  in  the  same  way. 

[155]  These  two  may  be  kept  on  opposite  sides  of  the 
same  book,  if  desired,  and  if  the  Cash  in  hand  is  entered, 
the  book  may  be  balanced  up  as  if  it  were  a  Cash 
account.  It  is  better,  however,  to  transfer  the  Total 
Receipts  and  Payments  to  a  Private  Cash  account,  which 
is,  of  course,  kept  in  abstract  form,  as  follows  : — 


Dr. 


CASH. 


Or. 


I 

8 

d. 

£ 

t. 

d. 

Jan.  1. 

To  Balance  . 

100 

0 

0 

Jan.  1. 

By  Payments 

55 

Q 

0 

,,    „ 

,,  Receipts 

47 

0 

0 

"     " 

,,  Balance  . 

88 

0 

0 

147 

0 

0 

147 

0 

0 

„     2. 

To  Balance  . 

88 

0 

0 

EXERCISE  XVIII. 

You  are  required  from  the  following  Transactions— 

(1)  To  make  a  Day  Book. 

(2)  To  make  an  Invoice  Book. 

(3)  To  make  a  Cash  Book  with  Discount  Columns  (not  entering 
Cash  in  hand). 

(4)  To  Journalise  assets  at  starting  and  all  those  transactions  that 
do  not  fall  into  the  above  books. 

(5)  To  post  from  the  above  books  (the  amounts  only)  into  a  Ledger 
(skeleton  form  see  p.  42). 

(6)  To  Balance  and  Prove. 
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TRANSACTIONS. 


Discount 
My  Capital  consisted  of  Cash 

Bought  Goods  of  Salisbury  . 
Sold  Goods  to  Gladstone  .  . 
Bought  Goods  of  Goschen .  . 
Sold  Goods  to  Russell.  .  .  . 

Received  of  Gladstone 5 

Paid  Salisbury 5 

Bought  Goods  of  Chamberlain 
Sold  Goods  to  Harcourt .  .  . 
Received  of  Russell  .... 

Paid  Chamberlain 

Bought  Goods  of  Hartington 
Sold  Goods  to  Rosebery  .  . 
Bought  Goods  of  Balfour  .  . 
Sold  Goods  to  Granville  .  . 

Received  of  Granville 4 

Paid  Goschen 2 

Rec.  Comp.  of  5s.  in  the  £  on  balance  of 
Granville's  account. 

Bought  Goods  of  Churchill 

Sold  Goods  to  Spencer 

Debit  Peel  for  Services  rendered  to  him 
by  me 

Received  of  Harcourt 7 

Paid  Churchill 10 

Quarter's  Rent  falls  due  [133]   .    . 

Trade  Expenses 

Drew  for  Private  Expenses    .    .    . 

Cash  Sales 

Credit  Manager— Monthly  Salary 

Cash  Purchases 

Value  of  Stock , 
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QUESTIONS  ON  §  X. 

1.  Explain  how  the  use  of  separate  books  saves  trouble. 

2.  What  is  the  use  of  a  Day  Book  ? 

3.  What  is  the  use  of  an  Invoice  Book  ? 

4.  What  Transactions  are  entered  in  Cash  Book  ? 

5.  How  is  a  Cash  Book  generally  ruled  ? 

6.  How  and  where  are  the  Totals  of  Day  Book  and   Invoice 
Book  entered  ? 

7.  What  four  Totals  in  Cash  Book  have  to  be  posted  ? 

8.  Where  are  they  posted  to  ? 

9.  What  is  the  use  of  having  double  money  columns  in  a  Day 
Book? 

10.  Why  is  the  ordinary  shopkeepers'  plan  of  keeping  books  not, 
properly  speaking,  Book-keeping  at  all  ? 

11.  Why  is  the  so-called  "  Single  Entry  "  method  of  Book-keeping 
not  really  Single  Entry  ? 

12.  What  advantages  are  there  in  making  the  Ledger  postings  of 
Credit  Purchases  direct  from  the  Invoices  themselves  ? 

13.  What  disadvantages  ? 

14.  Give  examples  of  Transactions  that  would  not   be  entered 
either  in  C.B.,  D.B.,  or  I.B. 


§XI. 
About   Bills. 

[156]  A  "  BILL  "  is  a  written  promise  to  pay  a  certain 
sum  of  money  on  a  certain  date.  This  promise  may  be 
made  out  in  two  ways,  as  follows  : — 


[157] 


(1)  A  PROMISSORY  NOTE. 


£100  .0.0 


SEVENOAKS,  February  25,  1890. 


STAMP. 
Is. 


Three  months  after  date,  I  promise  to  pay 
to  Mr.  J.  H.  Marchant  or  his  order,  the  sum 
of  one  hundred  pounds,  for  value  received. 

Reginald  E.  Smith. 


Payable  at  London  and  County  Bank, 
Sevenoaks. 


[158]          (2)  A  DRAFT  OR  ACCEPTANCE. 


£100  .0.0 


,  February  25,  1890. 


STAMP. 
1* 


- 


eru 

~ 


Three  months  aiiei>date  tfiy  to  me  or  my 
order,  the  sum  ofgpijfe  hunoxed  pounds,  for 
value  received. 

Is  1  Jj«  tfrt  MARCH  ANT. 

Ol     **     "3  d 

s?  «•  5  .s 


To  Mr.  REGINALD  E.  SMITH, 
Sevenoaks. 
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[159]  The  first  and  most  important  thing  to  notice 
about  these  two  forms  is  that  in  both  cases  Eeginald  E. 
Smith  is  the  person  who  promises  to  pay  the  money. 
This  is  clearly  the  case  in  form  (1).  You  will  see  that 
it  is  also  the  case  in  form  (2),  if  you  remember  that  the 
word  "  accepted  "  means  (I  have)  accepted  (the  duty 
or  obligation  of  meeting  this  demand  —  that  is  of  paying 
the  money  when  due). 

[160]  There  are  several  technical  phrases  in  connec- 
tion with  bills,  which  will  now  be  explained. 

"  Three  months  after  date."  This  is  called  the  term 
of  the  bill.  Reckoning  three  (calendar)  months  from 
Feb.  25,  we  arrive  at  May  25,  but  by  law  three  extra 
days,  called  days  of  grace,  are  allowed  before  the  money 
can  be  claimed.  This  bill  therefore  will  mature,  or  arrive 
at  maturity  on  May  28.  It  will  then  be  presented  at  the 
bank  where  it  is  made  payable,  and  payment  demanded. 
met 


It   will   probably   be  (for   all    these    words 

{honoured] 
mean  the  same  thing)  on  presentation. 

[161]  The  words  "  or  order"  indicate  that  the  payee, 
or  person  to  whom  the  bill  is  made  payable,  must  put 
his  signature  or  (endorsement)  on  the  back  of  the  bill. 

[162]  "  For  value  received."  These  words  indicate 
that  the  bill  has  been  given  in  exchange  for  actual 
value,  which  is  not  the  case  when  two  persons  exchange 
their  own  promissory  notes. 

[163]  Notice  carefully  the  following  expressions  in 
reference  to  form  (2)  given  above. 

On  Feb.  25,  J.  H.  Marchant  drew  on  R.  E.  Smith  at 
three  months  for  £100.  R.  E.  Smith  then  accepted 
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"  Merchant's  draft"  and  returned  it  to  him.     Or  we 
might  read  the  whole  Transaction  thus  : 

On  Feb.  25,  R.  E.  Smith  gave  Marchant  his  acceptance, 
at  three  months  for  £100. 

[164]  It  is  very  clear  that  every  bill  is  both  Receivable 
and  Payabk, — Receivable  by  the  person  who  holds  it, 
and  Payable  by  the  person  who  has  written  his  "  promise 
to  pay  ";  but  in  making  entries  of  bills,  I  call  those 
that  I  have  undertaken  to  pay  "  Bills  Payable ";  all 
others  that  I  have  to  do  with  are  "  Bills  Receivable" 


EXERCISE  XIX. 

"Write  out  in  proper  legal  form  the  Bills  referred  to  in  the  follow- 
ing Transactions,  saying  (in  each  case)  who  will  have  to  pay  the 
money,  and  when  he  will  have  to  do  so. 

NOTE. — Where  the  First  Person  is  used  (or  understood),  you 
must  put  your  own  name. 

Jan.  1,  John  Smith  draws  on  James  Robinson  at  2  mo.  for 
£1000. — Jan.  2,  John  Smith  draws  on  me  at  3  mo.  for  £50.— 
Jan.  3,  I  draw  on  John  Smith  at  6  mo.  for  £150. — Jan.  4,  Give  A. 
Baker  my  Pro.  Note  at  2  mo.  for  £400.— Jan.  5,  A.  Butler  gives 
P.  Joseph  his  Pro.  Note  at  1  mo.  for  £250.— Jan.  6,  R.  Martin 
accepts  J.  Swallow's  draft  at  4  mo.  for  £706  18$.  9d. 


[165]  flow  to  Journalise  Transactions  referring  to 
Bills. 

When  a  man  gives  me  his  "  written  promise  to  pay," 
let  us  see  what  happens,  and  let  us  look  at  the  Trans- 
action (as  before)  in  the  light  of  its  effect  on  the  Balance 
Sheet.  What  item  in  the  B.S.  is  affected  ?  Perhaps  at 
first  you  say,  None.  For  Smith  who  before  owed  me 
£100,  still  owes  me  £100.  He  does  not  discharge 
his  indebtedness  to  me  by  giving  me  his  "  promise," 
even  though  it  is  a  "  written"  one.  That  is  to  say,  the 
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item  "  D.R."  remains  as  it  was.  True:  but  a  written 
promise  fixes  a  date  for  payment,  and  therefore  my  I  >  1(. 
(to  the  extent  of  .£100)  are  a  little  more  secure  than 
before  ;  and  besides  this,  I  may  take  Smith's  "  written 
jyromise"  and  make  use  of  it  in  many  ways.  I  can 
exchange  it  for  Goods  or  Cash,  or  even  give  it  in  pay- 
ment for  some  of  my  own  Debts  Payable.  In  other 
words  it  is  negotiable.  In  fact  I  have  exchanged  one 
form  of  D.R.  for  another  and  better,  and  for  this  reason 
it  is  well  to  regard  all  Bills  as  THINGS,  and  the  accounts 
Bills  Payable  and  Bills  Receivable  as  REAL  accounts, 
which  we  debit  with  what  comes  IN,  and  credit  with 
what  goes  OUT. 

[166]  Looking  at  bills  from  this  point  of  view,  we 
notice  : — 

(1)  That  the  operation  (always  regarded  as  one  opera- 
tion, not  two)  of  drawing  and  accepting  a  B.R.  results 
in    the    bill    coming    IN;    for    the    " acceptor"    who 
"  promises  to  pay,"   naturally  hands  over  his  "  written 
promise  "  for  me  to  keep. 

(2)  The  same  operation-  with  a  B.R  results  in  the  bill 
going  OUT. 

(  paid  ] 

(3)  When  a  bill  is  <  met  >  the  bill  itself  returns 

(  honoured  ) 
to  the  payer  of  the  money,  or  the  "  promiser." 

B.R.  when  paid,  go  OUT,  (the  Cash  coming  in). 
B.P.  when  paid,  come  IN,  (the  Cash  going  out) 

CAUTION. 
When  a  bill  is  "  paid,"  neither  debit  nor  credit  the  person. 

[167]  (4)  It  follows  from  (1)  (2)  (3)  that 

B.R.  come  IN  first,  and  go  OUT  afterwards  ; 
B.P.  go  OUT  first,  and  come  IN  afterwards  ; 
from  which  we  derive  the  useful 


EXERCISE  ON  BILLS. 


91 


CAUTION. 

Make  no  entry  on  the   Cr.    side  of  B.R.    that  has    not   first  ] 

appeared  on  Dr.  side. 
Make  no  entry  on  the   Dr.   side  of    B.P.   that   has  not  first  r 

appeared  011  Cr.  side. 

A  careful  consideration  of  these  four  points  will  enable 
you  to  do  the  next  Exercise. 

EXERCISE  XX. 

Journalise  the  following  Transactions,  and  post  up  B.R.  account 
and  B.P.  account  from  your  Journal.  No  other  accounts  need  be 
posted. 

May  1.  I  hold  the  following  Bills  for  £200  each  :  Spenser,  due 
May  4  ;  Wordsworth  (May  7)  ;  Southey  (May  10)  ;  Browning 
(May  12).  On  the  other  hand,  acceptances  of  my  own  will  fall  due 
as  follows :  Tennyson  (May  6),  £200 ;  Coleridge  (May  8),  £200  ; 
Shakespeare  (May  14),  £200. 


May 


1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 


Draw  on  Burns  at  one  month  for 

Mackay  gives  me  his  acceptance  at  one  month  . 

Scott  draws  on  me  at  one  month 

Spenser  pays  his  acceptance  due  this  day  .  .  . 
Give  Cowper  my  acceptance  at  one  month  .  . 
Paid  Tennyson  my  acceptance  due  this  day  .  . 
Wordsworth  retires  his  acceptance  due  this  day  . 
Honour  my  acceptance  to  Coleridge  due  this  day 

Gray  accepts  my  draft  at  one  month 

Southey 's  acceptance  duly  met 

Accept  Goldsmith's  draft  at  one  month  .  .  . 
Browning  retires  his  acceptance  on  presentation 
Received  from  Byron,  Bill  at  one  month  .  .  . 
Give  Cash  to  redeem  my  acceptance  due  this  day 
Give  Patmore  my  Pro.  Note  at  one  month  .  . 
Thomson  gives  me  his  Pro.  Note  at  one  month. 


£200 
200 
200 
200 
200 
200 
200 
200 
200 
200 
200 
200 
200 
200 
200 
200 
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[168]  How  to  Journalise  Transactions  about  Dis- 
counting, Dishonouring,  and  Renewing  Sills. 

BILLS  DISCOUNTED. 

If  I  want  the  Cash  for  a  Bill  Receivable  before  it 
is  due,  I  must  consent  to  take  less  than  the  amount 
named  on  the  Bill. 

A  Bill  is  not  worth  its  full  nominal  value  until  the 
day  it  falls  due.  The  difference  between  the  present,  or 
Cash  value,  and  the  future,  or  nominal  value,  is  called 
Discount.  Thus  I  may  exchange  a  Bill  for  .£100,  due 
three  months  hence,  for  £99  Cash,  thereby  suffering  a 
"Loss"  of  £1.  This  Transaction  involves  Cash  (£99) 
IN  and  B.R.  (£100)  OUT.  The  Journal  entry  is  com- 
pleted by  debiting  P.  &  L.  with  the  difference,  so  that 
(Cash  +  Loss)  = 


[169]  Very  often,  instead  of  receiving  Cash  for  my 
Bill,  I  receive  "  Credit  "  at  the  Bank.  This  is  equivalent 
to  an  increased  stock  of  "  Cash  in  Bank,"  and  may  be 
regarded  as  Bank  IN. 

[170]  Bills  payable  may  be  discounted  (as  well  as 
Bills  Receivable),  but  as  I  do  not  hold  them,  or,  indeed, 
know  what  becomes  of  them,  until  they  return  to  me 
at  maturity,  their  being  discounted  is  a  matter  that 
ought  not  to  concern  me  in  the  least.  The  only  Bills  I 
can  possibly  "  discount  "  are  Bills  Receivable. 

[171]  It  sometimes  happens  that  when  a  Bill  falls  due 
the  acceptor  finds  himself  unable  to  "  meet  "  it.  He  will 
probably  then  try  to  "  renew  "  it  —  that  is,  he  will  offer  to 
take  back  his  old  written  promise  and  give  another  new 
one  in  exchange,  for  the  same  or  some  shorter  "  term." 
And  the  holder  of  the  Bill  will  probably  agree  to  this 
on  two  conditions,  (i.)  that  he  is  satisfied  of  the  acceptor's 
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"solvency"    [10];    and    (ii.)    that    the   acceptor    pays 
"  interest "  on  the  amount  renewed. 

[172]  Supposing  you  are  granting  such  an  extension 
of  time  to  one  of  your  "  Debtors,"  the  transaction  would 
consist  of  an  old  B.R.  going  OUT  and  a  new  B.R. 
coming  IN,  and  could  therefore  only  be  journalised 
B.R.  Dr.  To  B.R.  Cr. ;  but  if  you  yourself  were  receiving 
the  favour  from  one  of  your  creditors,  the  entry  would 
be  B.R  Dr.  To  B.P. 

[173]  Yery  frequently,  however,  the  Bill  is  partly 
paid  and  partly  renewed,  in  which  case  we  have — 

(B.R.  +  Cash)  coming  IN  =  B.R.  going  OUT. 


BILLS  DISHONOURED. 

[174]  To  Dishonour  a  Bill  is  to  fail  to  pay  it  on  the 
due  date.  Bills  are  generally  made  payable  at  a  Bank, 
and  it  is  the  duty  of  the  granter  of  a  Bill  to  take  every 
necessary  step  to  ensure  that  there  is  a  sufficient  balance 
at  the  Bank  to  meet  the  Bill  at  maturity,  and  also  that 
the  Banker  is  instructed  to  pay  it  on  "presentation." 

[175]  Let  me  suppose  that  you  hold  a  B.R.  accepted 
by  John  Smith.  A  few  days  before  it  falls  due  you  will 
probably  leave  it  at  your  Bankers  for  collection^  If 
"  honoured"  you  will  nnd  yourself  "  credited  "  with  the 
amount  a  day  or  so  afterwards  in  your  "  Pass  Book " 
[113],  when  you  will  make  the  usual  Journal  entry  to 
record  the  fact  of  the  Bill  going  OUT  (back  to  its 
original  owner),  and  the  Cash  (or  Bank)  coming  IN. 

[176]  If,  however,  the  Bill  is  not  paid  or  "Dis- 
honoured," the  Bill  itself  will  be  returned  to  you  from 
your  own  Banker  marked  "  No  orders  "  (meaning  that 
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Smith  has  neglected  to  give  his  Banker  any  "orders" 
to  pay  the  Bill). 

Now  what  entry  shall  we  make  of  all  this?  It 
requires  careful  thought.  The  Bill  has  just  reached  you 
from  your  Bankers.  It  certainly  looks  like  B.R.  coming 
IN.  But  when  you  left  it  in  charge  of  your  Banker  for 
collection  you  did  not  debit  the  Bank,  for  you  did  not 
yield  it  up  to  the  Bank,  nor  did  you  regard  it  as  having 
passed  OUT  of  your  possession.  Therefore  you  do  not 
now  regard  it  as  coming  IN.  What  then  has  happened  1 
Has  not  the  value  of  this  Bill  diminished  1  indeed,  alto- 
gether vanished,  and  gone  OUT  ?  Must  I  then  regard 
this  as  an  actual  and  inevitable  "  Loss  "  ?  By  no  means. 
In  fact,  the  dishonouring  of  the  Bill  (apart  from  other 
circumstances)  merely  brings  us  back  to  the  same  state 
of  things  that  existed  before  the  Bill  was  granted. 

[177]  When   "Smith  gave  me  his  /Acceptance)  „  j 

|  promise       / 
journalised — 

B.R.  Dr.  To  Smith, 

and  when  Smith  fails  to  keep  his  promise  (or  dishonours 
his  Bill)  I  must  simply  reverse  the  above  entry.  The 
Bill  has  gone  OUT  (as  far  as  its  value  is  concerned),  and 
Smith  is  again  my  Debtor. 


EXERCISE  ON  BILLS. 
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EXERCISE  XXI. 

(1)  Enter  the  following  in  Skeleton  Ledger  without  Journalising. 

(2)  Make  Trial  Balance. 

(3)  Close  the  Books,  and  draw  up  Final  Balance  Sheet. 


Assets 


Liabilities 


Cash 

Goods 

Bank 

Graham 

George 

B.R.  (Gregory,  Sept.  12) 

„     (Gill,  Sept.  20)  .. 

Gregory 

Gilson 


j    B.P.  (Grundy,  Sept.  4) 
(      „     (Gould,  Sept.  25) 


Paid  Grundy's  bill  due  this  date. 

Drew  on  Graham  at  one  month  for  amount 
due  to  me  by  him. 

Received  Cash  for  Gregory's  acceptance  due 
this  day. 

Bought  Goods  of  Gilson,  £200,  gave  him 
cheque  for  £100,  and  a  bill  at  two 
months  to  settle. 

Cash  for  Gill's  acceptance  received  at  Bank. 
Sold  Goods  for  Cash 

Gave  Gould  cheque  to  meet  my  acceptance 
due  this  day. 

Sold  Goods  to  George 

Paid  into  Bank 

T.  E.  £15.     P.  E.  £30.     V.  S.  £750. 


EXERCISES  ON  §  XI. 


EXERCISE  XXII. 

Enter  in  Skeleton  Ledger  and  Prove — 


'Cash 

Goods 

Knight 

Assets     .  (  Keats 

B.R.  (Kingsley,  Jan.  4).    . 
,,     (Kingston,  March  10)  .    .    .    . 

s    „     (Kirby,  April  7) 

rKeble 

Liabilities;  Kcrshaw   .    . 

IB. P.  (Knowles,  Jan.  19)    .... 
Bought  Goods  of  Knox  &  Co. ,  £^2500,  and  gave 
them  my  acceptance  at  three  months  for 
that  amount. 

Sold  Goods  to  Kuight  &  Co.  £J700,  and  drew 
on  them  at  two  months  for  the  whole 
amount  now  due  by  them  to  me. 

Kingsley's  acceptance  paid. 
Discounted  Knight's  acceptance  (due  March  4), 
discount  charged 

Discounted  Kirby's  acceptance  (due  April  7), 
discount  charged 

Discounted  Kingston's  acceptance  (due  Mar.  10), 
discount  charged 

Paid  Knowles  Cash  for  my  acceptance    .... 

T.  E.  £35.     P.  E.  £50.     V.  S.  £4500. 


£1200 

3500 

800 

125 

500 

900 

50 

1200 

120 

1190 


24 

1 

7 
1190 
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EXERCISE  XXIII. 

Enter  in  Skeleton  Ledger,  and  Prove.  (Note. — All  Cash  Trans- 
actions to  pass  through  Bank. ) 

Oct.  1,  1890.  •  Assets.— Bank,  £1000  ;  Goods,  £2000  ;  Copper- 
field,  £200  ;  Pickwick,  £300  ;  Dorrit,  £400  ;  B.  R.  Dombey  (Oct.  4). 
£500  ;  Rudge  (Oct.  10),  £600  ;  Boffin  (Oct.  20),  £700. 

Liabilities.—  Nickleby,  £800  ;  B.P.  Chuzzlewit  (Oct.  15),  £900. 


TRANSACTIONS. 

Oct.  3.  Drew  on  Copperfleld  and  Pickwick  at  ten  days  for  amounts 
due  to  me. — Oct.  4.  Dombey's  acceptance  returned  dishonoured. 
— Oct.  5.  Discounted  Boffin's  acceptance  at  Bank  (Discount  £2). 
—Oct.  6.  Bought  Goods  for  Cash  £1200.— Oct.  10.  Renewed 
Rudge's  acceptance  for  one  month,  and  received  £3  from  him  for 
Interest.— Oct.  14.  Sold  Goods  for  Cash  £1000.— Oct.  15.  Paid  my 
acceptance  to  Chuzzlewit  due  this  day. — Oct.  16.  Copperfield  gives 
me  £50  Cash,  and  Pro.  Note  at  one  month  for  £153  to  meet  his 
acceptance  due  this  day. — Oct.  16.  Pickwick's  acceptance  duly 
honoured. — Oct.  21.  Boffin's  acceptance  returned  from  Bank  dis- 
honoured.— Oct.  22.  Boffin  settles  for  his  dishonoured  bill  by  pay- 
ing £200,  I  drawing  on  him  at  one  month  for  the  balance,  not 
charging  for  Interest. — Oct.  23.  Dorrit  settles,  less  5  per  cent,  dis- 
count.— Oct.  25.  Settle  Nickleby's  account  by  giving  him  Rudge's 
bill  which  I  hold,  and  my  own  Pro.  Note  at  two  months  to  balance. 
—Oct.  31.  V.S.  £2440  ;  T.E.  £100  ;  P.E.  £50. 


EXERCISE  XXIY. 

Enter  in  Skeleton  Ledger,  and  Prove  : — 

Dec.  1.  Assets.—  Goods,  £4000  ;  Cash,  £100  ;  Bank,  £1200  ; 
Jessopp,  £300  ;  Joscelyne,  £400  ;  Bills  Receivable,  £3000,  viz.  : — 
Newman  (Dec.  4th),  £800  ;  Porcheron  (Jan.  20th),  £1450  ;  Crick- 
more  (Feb.  10),  £750. 

Liabilities.—  Yell,  £500  ;  Daulby,  £40  ;  Bills  Payable,  £1600, 
viz.  :— Denton  (Dec.  8th),  £650  ;  Downing  (Dec.  15th),  £250  ; 
Mabbs  (Jan.  4th),  £700. 
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EXERCISES  ON  §  XI. 
TRANSACTIONS. 


Dec.    4.      Newman  pays  me  his  cheque  to  meet  his  accept- 
ance due  this  day. 

„     5.      Sold  Goods  to  Taylor £900 

,,  8.  Drew  cheque  to  meet  my  acceptance  to  Denton, 
due  this  day. 

,,10.      Sold  Goods  to  Crickmore 350 

,,  15.  Renewed  my  acceptance  with  Downing  (due 
this  day)  for  one  month. 

,,  20.  Discounted  Porcheron's  acceptance  (due  Jan. 
20th)  at  Bank.  Discount  charged  by  the 
Bank.  , 10 

,,  21.  Drew  on  Jessopp  at  two  months  for 1300 

„  22.  Bought  Goods  of  Yell 1050 

22.  Accepted  Yell's  Draft  for 1550 

„  23.  Paid  Daulby 40 

23.  Received  from  Crickmore  his  acceptance  at  one 

month  for 300 

,,  23.          and  his  cheque  for 50 

,,  30.      Private  Expenses 25 

„  30.      Trade           „           45 

„  30.      Value  of  Stock 4050 


QUESTIONS  ON  §  XI. 

1.  What  is  a  bill? 

2.  In  what  two  forms  are  bills  made  out  ? 

3.  Is  a  Promissory  note  a  Bill  Payable  or  a  Bill  Receivable  ? 

4.  What  is  the  "Term  "  of  a  bill  ? 

5.  What  are  "Days  of  Grace  "  ? 

6.  What  do  you  mean  by  "  endorsing  "  a  bill  ? 

7.  What  do  you  mean  by  "  accepting  "  a  bill  ? 

8.  What  will  the  acceptor  have  to  do  ? 

9.  When? 

10.  Give  the  words  written  by  the  "  acceptor." 
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11.  Smith  draws  on  Jones  at  three  months  for  £100.     Give  the 
words  in  the  body  of  the  bill. 

12.  Whose  name  would  appear  at  the  foot  ? 

13.  Who  would  have  to  pay  the  above  bill  ? 

14.  What  bills  do  I  call  "  Bills  Payable  "  ? 

15.  What  is  "  discounting  "  a  bill  ? 

16.  What  do  you  mean  by  "  dishonouring  "  a  bill  ? 

17.  What  is  "  paying  a  bill  "  called  ? 

18.  What  do  you  mean  by  "  renewing  "  a  bill  ? 

19.  What  becomes  of  a  "  bill"  at  last  ? 

20.  What  caution  must  be  observed  in  entering  the  payment  of 
a  bill  ? 

21.  How  do  you  enter  a  Dishonoured  Bill  ? 

22.  How  do  you  enter  the  Discounting  of  a  bill  ? 

23.  What  has  the  "  acceptor  "  of  a  bill  really  "  accepted  "  ? 
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§XIL 
"  Systems  "  of  Book-keeping, 

[178]  When  we  once  clearly  understand  that  every 
fact  of  which  Book-keeping  takes  notice  has  a  twofold 
significance,  and  that  the  only  essential  principle  of 
Book-keeping  is  that  the  double  aspect  of  each  fact 
should  be  clearly  and  accurately  recorded,  we  begin  also 
to  see  that  this  may  be  done  in  a  great  variety  of  ways. 

[179]  It  is,  in  fact,  quite  an  easy  and  a  common 
thing  for  anyone  who  understands  Book-keeping  to  make 
a  new  method  of  his  own,  and  perhaps  to  dignify  it  by 
calling  it  a  "system." 

[180]  It  is  sometimes  said,  indeed,  that  it  is  useless  to 
teach  Book-keeping,  because  "  every  man  has  his  own 
system  "  ;  but  the  truth  is,  that  one  of  the  great  advan- 
tages of  a  knowledge  of  the  principles  of  Book-keeping 
is  that  it  enables  every  man  to  make  his  own  "  system  " 
— to  make  it  properly,  and  to  understand  it  when  made. 

[181]  Do  not  therefore  trouble  your  head  about  any 
so-called  "  Universal  System  of  Book-keeping  "  There 
is  no  such  thing.  There  is  a  Universal  Principle,  and 
an  endless  variety  of  applications  of  it ;  and  the  true 
object  of  your  learning  Book-keeping  is  that  you  may 
so  thoroughly  grasp  the  principle,  that  you  may  be  able 
to  understand  the  working  of  any  system,  or  even  to  con- 
struct a  system  for  yourself. 


EXAMPLES  OF  THE  USE  OF  COLUMNS. 
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[182]  I  propose  in  this  section  to  show  you  how  the 
double  record  of  facts  may  often  be  clearly  and  con- 
veniently exhibited  by  the  use  of  Columns,  and  I  shall 
also  ask  you  to  notice  how  the  use  of  Columns  facilitates 
the  final  proving  by  introducing  at  every  turn  an  inter- 
mediate check  on  the  accuracy  of  the  entries  made,  so 
that  before  the  final  balancing  your  books  can  be  proved, 
as  it  were,  page  by  page. 

Without  some  intermediate  checks  of  this  kind  it 
would  be  almost  impossible  in  large  business  houses  to 
trace  an  error  in  the  Final  Balance. 

[183]  First,  I  will  give  you  two  examples  of  Classified 
Cash  Books,  showing  only  Cash  Outwards.  It  is  clear 
that  Cash  Inwards  could  be  treated  in  a  similar  way  if 
desired. 


Example  /.—CLASSIFIED  CASH  BOOK. 
CASH  OUTWARDS. 


Monday.  June  2,  1890. 

Accounts 
Paid. 

Goods. 

T.E. 

P.E. 

Total. 

Rent  
Jones 

£ 
30 

£ 

£ 
10 

£ 

10 

£ 

20 

30 

Carter    

20 

5 

— 

25 

Robinson  

50 

— 

— 

- 

50 

Brown    

20 

15 

— 

- 

35 

£100 

£35 

£15 

£10 

£160 

The  total  of  £160  is  obtained  (1)  by  adding  the  totals 
of  each  line,  and  (2)  by  adding  the  totals  of  each  column. 
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[184]  Example  If. — ANALYSIS  OF  HOUSEHOLD  Kxi 


Week  ending  

Butcher. 

Clothing. 

Grocer. 

Dairy. 

Sundries. 

Total. 

s. 
20 

Monday    .... 

*. 
10 

s. 

4 

8. 

3 

2 

«. 

1 

Tuesday  .... 

7 

- 

7 

2 

2 

18 

Wednesday     .   . 

8 

— 

5 

3 

3 

19 

Thursday     .   .   . 

— 

12 

- 

2 

1 

15 

Friday  

5 

— 

11 

2 

- 

18 

Saturday  .... 

12 

1 

4 

3 

3 
10*. 

23 

42*. 

17«. 

30*. 

14«. 

113«. 

Here  the  total  expenses  on  the  separate  days  of  the 
week  are  noted  in  the  last  column,  and  the  total  of  each 
separate  head  of  expense  for  the  week  in  the  bottom 
line.  The  correctness  of  the  Total  (113s.)  is  proved  by 
adding  both  ways. 

[185]  An  example  will  next  be  given  of  a  "  Classified 
Journal." 

Suppose  I  am  a  merchant  dealing  in  two  articles,  say 
Corn  and  Timber,  and  I  have  credit  dealings  with  two 
people  only,  Ashton  and  Beechwood,  my  Transactions  for 
the  month  of  November  being  summarised  as  follows  : — 

Nov.  1,  Cash  £100,  Timber  £1000,  Wheat  £1000. 

Received :  of  A.  £20  ;  B.  £95  (Dis.  £5) ;  for  Timber  £30  ;  for 
Wheat  £40  ;  Commission  £10. 

Paid:  A.  £30  ;  B.  £30  ;  for  Timber £30  ;  Wheat £30  ;  T.E.  £20  ; 
P.E.  £25. 

Sought:  (of  A.)  Timber  £50,  Wheat  £50  ;  (of  B.)  Wheat  £40. 

Sold:  (to  A.)  Timber  £30  ;  (to  B.)  Timber  £100,  Wheat  £60. 

At  the  end  of  the  month  I  ascertain  by  Valuation  of  Stock  that 
my  Profit  on  Timber  has  been  £60,  and  on  Wheat  £25.  Whence  I 
obtain  my  Net  Profit,  £70. 

[186]  All  the  above  facts  can  be  neatly  and  accurately 
recorded  in  a  Tabular  Journal  as  follows,  where  the 
horizontal  rows  stand  for  Credits,  and  the  vertical 
columns  for  Debits  : — 
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Example  III. — TABULAR  JOURNAL. 

Dr. 


'A.        B.         C.          T.          W.     P.&L.  Cap. 

Ashton   .    .  Cr. 

£ 

£ 

f 

20 

£ 

50 

£ 

50 

£ 

£ 

£ 

120 

Cr. 

Beechwood  Cr. 

— 

— 

95 

— 

40 

5 

— 

140 

Cr. 

Cash    .   .   .  Cr. 

30 

30 

— 

30 

30 

20 

25 

165 

Cr. 

Timber    .   .  Cr. 

30 

100 

30 

— 

— 

— 

— 

100 

Cr. 

Wheat     .   .  Cr. 

— 

60 

40 

— 

— 

— 

— 

100 

Cr. 

T.  &  L.    .   .  Cr. 

— 

— 

10 

60 

25 

— 

— 

95 

Cr. 

Capitr.1   .   .  Cr. 

- 

- 

100 

1000 

1000 

70 
£95 

- 

2170 

Cr. 

Total 
Credits. 

£60 

£190 

£295 

£1140 

£1145 

£25 

£2950 

Dr.      Dr.      Dr.        Dr.        Dr.       Dr.    Dr. 


Tot«al 


Debits. 

[187]  Such  a  Journal  would  hardly  need  posting  into 
a  Ledger.  A  Final  Balance  Sheet  might  be  at  once 
made  out  as  follows : — 

BALANCE  SHEET. 


Liabilities 
and  Capital. 

Journal 
Debits. 

December  1,  1S90. 

Journal 
Credits. 

Assets. 

£ 

60 

£ 
60 

Ashton 

£ 
120 

£ 

— 

190 

Beechwood 

140 

50 

— 

295 

Cash 

165 

130 

— 

1140 

Timber 

160 

9SO 

— 

1145 

Wheat 

100 

1045 

- 

95 

P.&L. 

95 

— 

2145 

25 

Capital 

2170 

£2205 

£2205 

£2950 

£2950 
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SUCCESSIVE  CHECKS  ON  ACCURACY. 


[188]  Notice  the  various  checks  on  the  accuracy  of 
the  work  : 

(1)  The  agreement  of  Debit  and  Credit  totals  in  the 
Journal. 

(2)  The  agreement  of  the  two  sides  of  the  Balance 
Sheet  line  by  line. 

(3)  The  agreement  of  the  Debit  and  Credit  totals  in 
the  B.S. 

(4)  The  agreement  of  these  totals  with  the  Journal 
totals. 

(5)  The  Final  Proof: — Assets  =  Liabilities  +  Capital, 

[189]  Modifications  of  this  method  (more  or  less 
elaborate)  are  in  constant  use  in  business  offices  ;  the 
the  principle  involved  being  at  the  basis  of  very  many 
"  Systems  of  Book-keeping." 

[190]  I  will  next  give  an  example  of  a  Classified 
Ledger,  each  page  of  which  can  be  proved.  This  method 
is  suitable  to  all  those  cases  where  the  transactions  with 
each  person  are  of  a  simple  and  uniform  nature. 

[191]  Let  us  suppose  I  have  five  customers  or  clients 
that  can  be  conveniently  grouped  together  either  by 
Initial  letters  or  otherwise.  Here  is  an  abstract  of  my 
dealings  with  them  for  the  month  of  April. 


Balances 
due  to  me 
April  1. 

Clwrged  for 
Services. 

Received 
Cash. 

Allowed 
Discount. 

May    ... 

£ 

100 

£ 
25 

£ 
1-20 

£ 

5 

Mead  .... 
Miall  

200 
300 

150 
150 

400 
200 

10 

Moses     

400 

75 

— 

Muir   

500 

25 

510 

16 

CLASSIFIED  LEDGER. 
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[192]  All  these  facts  are  clearly  shown  below,  the 
balance  of  each  account  appearing  ready  for  trans- 
ference to  the  next  page,  and  the  correctness  of  these 
balances  being  proved  by  the  agreement  of  the  two  sides 
of  the  Ledger. 


Example  IV. — CLASSIFIED  LEDGER. 


Balan- 
ces, 
April  1. 

Goods. 

Cr. 

Balan- 
ces, 
April  30. 

April  1890. 

Cr. 

Balan- 
ces, 
April  1. 

Cash. 

Dis- 
count. 

Dr. 

Balan- 
ces. 
April  30. 

£ 

100 

£ 
25 

£ 

May 



£ 
120 

£ 
5 

£ 

200 

150 

50 

Mead 

— 

400 

— 

- 

300 

150 

— 

Miall 

— 

200 

10 

240 

400 

75 

— 

Moses 

— 

- 

- 

475 

500 

25 

- 

Muir 

- 

510 

15 

— 

£1500 

£425 

£50. 

=  £1975  = 

- 

£1230 

£30 

£715 

An  example  is  given  above  of  a  man  having  overpaid 
his  account,  the  balance  beiDg  "  carried  forward  "  to  his 
"  credit." 

[193]  As  a  final  illustration  of  the  use  of  columns,  I 
will  show  you  how  a  Journal  might  be  constructed  to 
receive  a  record  of  all  ordinary  transactions  as  they 
occur,  to  show  the  effect  of  each  transaction  on  the  final 
Balance  /Sheet,  and  to  prove,  line  by  line,  and  page  by 
page. 
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mOVING  DAY  BY  DAY. 


Example  V. 
SYNOPTICAL  JOURNAL. 


NCR  DECREASE  OF 

iSSETS 


ASH      0003  D.R 


D.R.     100D8CASH 


l^KK^i'trttL 


a_^_ 


S 


32.20  23 


&40J-/  %/ 


[194]  From  such  a  Journal  as  this  it  would  be  easy 
for  me  to  compile  a  Weekly  Summary,  which  would 
afford  a  ready  means  of  showing  the  state  of  my  affairs 
at  any  time  without  the  labour  of  balancing  the  books. 

No  Postings  would  be  necessary  for  any  of  the 
items  except  those  found  in  the  columns  D.P.  and 
D.R.  It  would  be  sufficient  to  post  the  Totals  of 
the  other  columns  to  their  respective  accounts  in  the 
Ledger. 


WEEKLY  PROFITS. 
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Example  VI. 
WEEKLY  SUMMARY. 


INCREASE  OF 
ASSETS 


DECREASE  OF 
ASSETS 


(NCR 
;A°P!TA, 
GAINS 


CASH     GOODS  D.R. 


/£fO 


D.R.     GOODS  CASH 


7" 


73 


20 


J.2. 


ft 


7*7 


If) 


to 


SO 


(2. 


/3 


30 


JJ 


it 


60 


37 


/of 


3.0 


X. 


4-0 


//O 


/ 


'7* 


/r 


[195]  It  must  be  remembered  that  the  Profit  on  Sales 
of  Goods  has  not  yet  been  entered.  Though  this  can 
only  be  ascertained  with  accuracy  by  Stock  Valuation, 
yet  it  would  be  both  useful  and  easy  to  arrive  at  a  fairly 
correct  idea  of  Weekly  Gross  Profits  by  taking  a  per- 
centage on  Sales  somewhat  lower  than  the  average  of 
the  last  few  years. 

This  would  also  give  the  additional  advantage  of  show- 
ing with  tolerable  accuracy  the  weekly  value  of  Stock. 

Example  (from  above  Summary)  : 

Weekly  Sales £361 

Take  Profit  as  \  of  Total  Sales     .         .          60 


Cost  of  Goods  Sold 


£301 


108  CAST-IRON  SYSTEMS. 

Value  of  Stock  on  Monday  morning 
Add  Weekly  purchases. 


Deduct  Cost  of  goods  sold     . 
Value  of  Stock  on  Saturday  night 


£4000 
95 

4095 
301 

£3794 


[196]  The  following  is  a  very  simple   and  straight- 
forward way  of  deducing  from  the  Weekly  Summary  a 


WEEKLY   BALANCE  SHEET. 


Cash. 

Goods. 

D.R. 

D.P. 

Capital. 

Monday  morning 

£1000 

£4000 

£2000 

£1000 

£6000 

Add  increase  .    . 

389 

95 

159 

89 

18 

Also  G.  P.  ($)    . 

— 

60 

— 

— 

60 

£1389 

£4155 

£2159 

£1089 

£6078 

Deduct  decrease 

129 

361 

178 

97 

37 

Saturday  night      £1260        £3794        £1979          £992        £6041 


Proof  :—  A. 


+  C.)  =  £7033. 


N.B.— The  Gross  Profit  is  added  to  Goods,  because  Value  of 
Goods  would  otherwise  appear  to  be  £60  too  low.  Goods  account 
having  been  credited  .with  "Sales  "  at  full  selling  prices,  in  other 
words  "over  credited1'  £60,  must  now  be  debited  to  make  the 
balance  true. 

[197]  The  worst  of  all  these  cast-iron  "Systems"  is 
that  there  is  not  enough  elasticity  about  them.  Some- 
thing or  other  happens  a  little  out  of  the  ordinary 
course,  and  the  question  of  how  to  fit  it  into  our  other- 
wise excellent  system  becomes  a  problem  of  considerable 
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perplexity.  Either  a  new  column  has  to  be  suddenly 
ruled  to  meet  the  emergency,  or  some  extra  figures  have 
to  be  squeezed  in  where  there  is  no  proper  room  for 
them. 

This  objection  must  be  well  weighed  in  your  mind 
against  the  undoubted  advantages  of  the  use  of  columns, 
before  you  decide  to  adopt  any  plan  of  the  kind  for 
your  own  use. 

EXERCISE  XXY. 

Construct  a  Tabular  Cash  Book  Outwards  from  the  following 
statement,  using  as  many  columns  as  you  think  desirable  : — 


April  1. 
„  2. 
„  3. 
„  4. 
„  5. 
„  6. 
„  7. 
„  8. 
„  9. 
„  10. 
„  11. 
,,  12. 
„  13. 
„  H 
„  15. 
„  16. 
„  17. 
„  IS. 
„  19. 
„  20. 


Paid  Mr.  Jackson 

„    Wages  £3,  Goods  £18. 

,,    for  New  Office  Ledger 

,,     ,,  Repairs  of  Shutters  £1,  Sundries  £2. 

,",     ,,  Gas  account  (due  March  25)     .    .    .    . 

„     ,,  Rent  (due  March  25)      . 

,,    Merchandise  £100,  Sundries  £7. 

,,    Salaries  £8,  Goods  £90. 

,,    Wages  £4,  Goods  £11. 

„    J.  Scott  £13,  Jones  £37. 

Cash  Purchases 

Paid  F.  Robinson  £?  5,  Sundries  £2. 

Sundry  Household  Exps.  £12,  Trade  Exps.  £5. 

Bought  Goods  for  Cash 

Settled  R.  Frank's  account 

Business  Journeys 

Pleasure  Trip 

Office  Safe  £50,  String  and  Wax  £1. 
Wilson  £19,  Brooks  £21,  Sundries  £3. 
Insurance  £6,  Subscription  £5. 


£15 
2 

9 
33 


40 

24 

4 

1 
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EXERCISE  XXVI. 

Construct  and  prove  a  Tabular  Invoice  or  Credit  Book  in 
columns,  to  contain  a  record  of  the  following  facts.  The  only 
accounts  I  wish  to  keep  are  T.E.,  A.B.,  Fires  and  Lights,  Pro- 
visions, P.E.,  Goods,  and  the  Personal  accounts. 

Summary  of  Liabilities  incurred  during  the  month  of  May  : — 


Elsley   .    .    . 

Repairs  £8,  Ditto  on  account  of  A.B.  £4  . 

£12 

Heale    .    .    . 

Doctor's  Bill,  self,  £15,  A.B.  £3 

18 

Arms  worth  . 

Grocery  £6,  Oil  for  Lamp  £1     

7 

Harvey     .    . 

Goods  £28,  Sundries,  T.E.,  £5      

33 

Thurnall  .    . 

Coals  £7,  Removal  of  Goods  £1    

8 

Stangrave     . 

Clothing  £6,  A.B.  £3      

9 

Mellot  .    .    . 

Goods  £40,  Carpet  for  House  £15,  A.B.  £2 

57 

N.B. — No  Columns  need  be  ruled  for  the  personal  accounts  which 
do  not  require  debiting. 


EXERCISE  XXVII. 
Construct  a  Tabular  Day  Book  to  show  the  following  facts  : — 

1890.  )      Sold  Jones,  Corn  £12,  Coal  £7,  Lime  £3. 
Jan.    J          „  James,  Gravel  £17,  Corn  £21. 

„  Jacob,  Coal  £9,  Corn  £130. 

,,  Jephson,  Lime  £5,  Gravel  £25. 

„  Judson,  Coal  £35,  Gravel  £10,  Lime  £6. 

EXERCISE  XXVIII. 

Construct  a  Tabular  Journal  (as  in  Example  III.)  to  exhibit  all 
the  facts  in  the  following  statement,  and  then  from  your  Journal 
draw  out  a  Final  Balance  Sheet,  proving  each  step. 


EXERCISE  ON  WEEKLY  SUMMARY. 


Ill 


Capital  Oct.  1,  1890.— Cash  £500,  Eggs  £20,  Figs  £120. 

Received  of  Amps  £30,  of  Betts  £40,  for  Eggs  £50,  for  Figs  £60. 

Paid  A.  £170,  for  E.  £100,  for  F.  £180,  for  T.E.£25,  P.E.  £12. 

Sought  (of  A.)  Eggs  £110,  Figs  £310. 

Sold  (to  B  )  Eggs  £230,  Figs  £190. 

At  the  end  of  the  month  I  find  by  Stock  Valuation  that  my 
Gross  Profit  on  Eggs  is  £60,  on  Figs  £70,  whence  I  ascertain  my 
Net  Profit  to  be  £105. 


EXERCISE   XXIX. 

Enter  the  following  into  a  Classified  Ledger  [192],  balancing  and 
proving  1890  before  beginning  1891  : — 


1890. 


1891. 


Balance  \                                t  Profes- 
due  to  me  1                                1    sional 
Jan.  1,     f                               I      Ser- 
1890.      )                                (   vices. 

Cash 
received 

Abate- 
inent. 

Ser- 
vices. 

Cash. 

Abate- 
ment 

£70    . 

Wingfold.    .    . 

£12 

£50 

£— 

£15 

£40 

£7 

80 

Faber    .... 

14 

50 

— 

20 

64 

— 

90 

Forbes  .... 

16 

50 

— 

5 

50 

— 

100 

Falconer   .    .    . 

18 

100 

18 

35 

— 

— 

95 

Elginbrod     .    . 

20 

60 

— 

12 

60 

7 

85 

Malcolm 

22 

40 

— 

14 

40 

— 

75 

Marston    .    .    . 

24 

— 

— 

30 

50 

— 

65 

Cumbermede    . 

26 

75 

16 

11 

— 

— 

55 

Gibbie   .... 

28 

10 

~  1  ~ 

10 

— 

EXERCISE  XXX. 


From  the  following  statement  of  my  affairs  for  the  week  ending 
Oct.  11,  you  are  required  to  make  out  a  Weekly  Summary  (see 
Example  VI.)  and  to  draw  out  therefrom  a  Final  Balance  Sheet, 
estimating  Gross  Profit  at  one  fourth  of  Weekly  Sales,  and  thence 
obtaining  Value  of  Stock  as  shown  in  [196].  The  amounts  for  entry 
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on  each  day  may  be  obtained  in  the  manner  shown  by  Synoptical 
Journal  [193]. 

Monday  morning— Cash  £200,  Goods  £2000,  D.K.  £500,  D.I'. 
£300. 

WEEKLY  TRANSACTIONS. 


K. 

Tu. 

w. 

Th. 

F. 

& 

Cash  Sales  

f.7 

£10 

£12 

£11 

£4 

£28 

,,  Purchases  
Credit  Sales    

2 
13 

12 

19 

5 

10 

8 

22 

,,      Purchases    

41 

4 

30 

15 

Accounts  received  )       ... 
Discount          ) 

32 
4 

28 
3 

5 

4 

3 

34 
4 

Accounts  paid  .      )       ... 
Discount   .    .      )       ... 

4 

— 

28 
2 

48 
5 

6 

Private  and  Trade  Expenses 

1 

2 

1 

1 

1 

9 

Charges  for  my  Services  .    . 

— 

-1 

— 

4 

— 

4 

Liabilities  incurred  (T.  E.  )    . 

— 

— 

— 

— 

2 

3 

QUESTIONS  ON  §  XII. 

1.  What  is  meant  by  "Systems  "  of  Book-keeping  ? 

2.  How  does  the  use  of  columns  facilitate  Proving  ? 

3.  What  books  can  be  put  into  the  "  Classified  "  form  by  the  use 
of  Columns  ? 

4.  Point  out  the  successive  checks  on  accuracy  in  the  use  of  such 
a  Journal  as  that  in  Example  III. 

5.  What  fact  in  connection  with  Sales  of  Goods  remains  un- 
recorded until  the  Final  Balance  ? 

6.  Mention  some  advantages  of  a  Weekly  Summary  such  as  that 
given  in  Example  \7I. 

7.  What  is  the  chief  objection  to  the  use  of  Columns  ?   Illustrate 
your  answer  by  an  example. 


§  XIIL 
On  Difficulties. 

[198]  It  would  be  impossible  to  solve  or  even  to 
notice  all  the  difficulties  you  are  likely  to  meet  with  in 
keeping  accounts. 

Instead  of  attempting  to  explain  a  large  number  of 
these  problems,  it  will  be  better  to  try  and  learn  the 
main  principles  that  underlie  their  solution. 

[199]  "With  this  view  before  us,  I  propose  to  select 
and  arrange  some  of  the  difficulties  of  Book-keeping, 
and  to  discuss  them  with  you. 

We  will  group  our  problems  under  three  heads  : 

(i)  Difficulties  connected  with  Gains  and  Losses, 
(ii)  Difficulties  connected  with  Assets  and  Liabilities, 
(iii)  Difficulties  connected  with  Agencies  and  Partner- 
ships. 

[200]  A  difficulty  frequently  arises  from  not  knowing 
how  to  deal  with  the  "  balance  "  of  an  account,  at  the 
end  of  the  year.  The  principle  involved  is  very  simple 
and  very  important,  and  may  stand  at  the  head  of  our 
Tabular  Analysis  of  difficulties  for  convenience  of 
reference. 
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CLASSIFICATION  OF  DIFFICULTIES. 


Balances  that  represent 

Balances  that  represent 

GAINS 

LOSSES 

ASSETS 

LIABILITIES 

e.g. 

e.g. 

e.g. 

t.g. 

Interest. 
Discounts. 
Insurance. 
Cash  Over. 

Trade  Expenses. 
Bad  Debts. 
Discounts. 
Depreciation. 

Debts    Receiv- 
able. 

Value  of  Stock. 

Machinery, 
Plant,  &c. 

Small  Debts. 
Private  Debts. 

Debts  not  yet 
Due. 

Composition  ! 

Interest. 

Houses. 

Bad   Debt  Re- 
covered. 

Goodwill  ! 

must  be  carried  to  P.  &  L. 


must  nppenr  in  the  Balance  Sheet. 


Every  Balance  must  consist  of  one  of  these  four. 


[201]  GAINS. 

Interest.  If  I  charge  interest  on  an  overdue  account, 
or  if  I  lend  money  and  charge  interest  for  the  loan,  I 
shall  find,  in  either  of  these  cases,  a  balance  arising  in 
the  account,  that  will  have  to  be  dealt  with.  Suppose, 
for  instance,  C.  Dyson,  who  has  owed  me  £30  for  two 
years,  at  last  pays  me  £33  for  balance  of  account 
+  Interest.  His  account  will  stand 


Dr. 


C.  DYSON. 


Cr. 


To  Balance    . 


£30 


By  Cash £33 
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If  we  deal  with  this  according  to  the  principle  above, 
we  notice  that  the  balance  of  £3  required  to  close  the 
account  represents  a  gain,  and  must  therefore  be  carried 
to  P.  and  L.  The  Journal  entry — 

Dyson  Dr.  to  P.  and  L. 

will  both  close  Dyson's  account,  and  show  the  profit  of 
£3  in  its  right  place.  If,  on  the  other  hand,  Dyson  had 
simply  overpaid  his  account,  the  balance  would  not 
represent  either  a  "  gain  "  or  a  "  loss,"  but  a  "  liability," 
and  must  therefore  remain  in  Dyson's  account  so  that  it 
may  appear  in  due  course  in  the  Final  Balance  Sheet. 

[202]  Discounts.  The  sum  total  of  all  discounts 
allowed  to  me  since  last  Balance,  should  appear  in 
Profit  and  Loss  account.  The  amount  of  such  discounts 
is  best  ascertained  by  means  of  a  discount  column  in 
the  Cash  Book  as  shown  in  §  X. 

[203]  Insurance.  If  I  effect  an  insurance  on  my  own 
Goods  against  Loss  by  Fire  or  otherwise,  there  will  be 
no  Gain,  even  if  I  lose  the  Goods,  unless  I  have  dis- 
honestly over-insured  them.  If,  however,  I  have  myself 
insured  some  one  else's  Goods  against  loss,  the  premium 
received  will  be  a  clear  and  lawful  gain,  but  if  the 
Goods  are  lest  I  shall  have  to  make  that  loss  good  and 
must  debit  P.  and  L.  with  the  sum  I  have  to  hand  over. 

[204]  Cash  over  in  daily  Cask  Balance.  There  is  a 
class  of  gains  of  an  unpleasant  character.  "  Cash  over  " 
is  certainly  one  of  these.  There  is  no  doubt  about  what 
to  do  with  it.  It  is  a  balance  that  must  be  carried  to 
P.  and  L.  by  the  principle  above. 

[205]  Composition  with  my  Creditors.  Insolvent 
debtors  do  not  often  keep  proper  books  of  account.  If, 
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in  such  a  rare  case,  any  one  should  ask  you  what  to  -1<> 
with  tho  balance  of  a  Creditor's  account  to  whom  lie  had 
just  paid  £10  to  settle  a  debt  of  .£15,  you  could  tell  him 
that  the  balance  of  £5  is  "  Gain,"  and  must  therefore 
be  taken  to  P.  and  L.  A  most  unhappy  way  of  making 
Gains  ! 

[206]  Bad  debts  recovered.  When  money  due  to  me, 
that  I  have  given  up  all  hope  of  getting,  comes  un- 
expectedly to  hand,  it  must  clearly  appear  under  the 
head  of  Gains.  It  is  well,  however,  in  such  a  case  to 
"  pass  it  through  "  the  account  of  the  repentant  sinner, 
even  though  that  account  may  long  ago  have  been 
closed.  The  Journal  entries  may  be  derived  from  ex- 
amining the  following : 


Dr. 


LEDGER  ENTRIES. 
R.  S. 


Cr. 


1880. 

To  Balance  .... 

£20 

1882. 

Bad  Debt  

£20 

1890. 

To  P.  &  L  

£20 

1890. 

By  Cash    ..... 

£20 

Dr.                      CASH.                       Cr. 

Dr.                       P.  A-  I..                         Cr. 

£20  ] 

£20 

LOSSES. 

[207]  Trade  Excuses.  Remember  to  include  under 
this  head  the  total  amount  of  all  money  spent  (and 
liabilities  incurred)  for  Business  purposes  since  last 
balancing,  except  Payment  of  Accounts  and  Purchase 
of  Stock,  Plant,  Premises,  or  any  other  things  reckoned 
as  Assets  in  the  Balance  Sheet. 
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CAUTION. — Do  not  forget  to  include  "  liabilities  in- 
curred," such  as  Rent,  Gas,  Wages,  etc.,  due  and  unpaid 
on  the  day  of  Balancing. 

CAUTION  2. — If  any  such  liabilities  were  reckoned  in 
last  year's  Profit  and  Loss  Account,  take  care  that  the 
payment  of  these  amounts  subsequently  made,  is  NOT 
included  again  in  this  year's  Profit  and  Loss  Account. 

CAUTION  3. — Do  not  include  Wages  of  Workmen  whose 
labour  increases  the  value  of  your  Goods. 

It  is  important  to  separate  Trade  Expenses  and 
Private  Expenses  whenever  it  is  possible  to  do  so.  But 
in  some  cases  (hotels,  &c.)  it  is  quite  impracticable  to  do 
this.  In  such  instances,  an  allowance  should  be  made 
from  total  current  expenses  for  the  proportion  that  may 
fairly  be  considered  Private  and  Personal.  This  pro- 
portion should  either  be  entered  to  a  Private  Expense 
Account  or  to  Capital. 

[208]  Bad  Debts.  Under  this  head  should  be  in- 
cluded the  sum  total  of  all  Bad  Debts  made  since  the 
last  Balance  Sheet  was  taken.  That  is  to  say  all  Debts 
Receivable  reckoned  in  last  year's  list,  but  struck  out  of 
this  year's  as  irrecoverable. 

It  is  right  and  necessary  also  in  most  cases  to  make  a 
provision  for  future  Bad  Debts.  The  reason  for  this, 
and  the  method  of  doing  it  will  be  given  presently. 
Meanwhile  it  need  only  be  said  here,  that  if  the  "  allow- 
ance made  for  future  Bad  Debts,"  in  this  year's  Balance 
Sheet  exceed  that  made  in  last  year's,  the  amount  of  such 
increase  must  be  added  to  the  above. 

BUT — If  the  "allowance"  this  year  is  less  than  that 
made  last  year,  the  difference  must  be  deducted  from  the 
above. 

Therefore  if  no  allowance  at  all  was  made  last  year 
the  whole  of  such  allowance  must  be  added  to  Bad 
Debts  as  an  actual  present  loss,  which  indeed  it  is,  as  will 
be  explained  further  on. 
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[209]  Discounts. — Under  this  head  must  be 
the  sum  total  of  all  discounts  allowed  by  me  sinc<-  last 
Balance.  If  Debts  Receivable  are  subject  to  a  regular 
deduction  for  discount,  it  is  necessary  also  to  estimate 
the  amount  of  discount  that  will  be  allowed  on  present 
D.  R.  It  is  generally  more  convenient  to  add  this  to  the 
allowance  made  for  future  Bad  Debts.  In  any  case,  as 
it  is  a  Loss,  it  must  appear  somewhere  on  the  Dr  side 
of  P.  and  L. 

[210]  Depreciation  of  Machinery,  Plant,  Office  Furni- 
ture, <L'c.  If  these  and  other  similar  Assets  were 
accurately  valued  at  the  end  of  the  year,  they  would 
certainly  be  found  to  be  worth  less  than  at  the  begin- 
ning. The  difference  represents  Loss,  and  (according  to 
our  principle  above)  must  be  carried  to  P.  and  L.  It  is 
often  a  useful  plan  to  allow  a  regular  percentage  for 
Wear  and  Tear,  and  then  take  the  "  balance  "  as  re- 
presenting the  present  value.  The  amount  entered 
under  this  head  must  of  course  equal  the  difference 
between  the  valuation  of  Plant,  &c.,  in  this  and  last 
year's  Balance  Sheet  (disregarding  additional  purchases 
made  during  the  year). 

[211]  Depreciation  of  Stock  does  not  come  under  this 
head  at  all.  This  is  allowed  for  with  greater  accuracy 
by  valuing  Stock  as  shown  in  §  IV.  If,  however, 
any  special  depreciation  of  Stock,  such  as  Loss  by  fire, 
has  taken  place,  it  will  be  well  to  show  it  by  a  special 
entry.  The  Journal  entry  depends  on  the  double  fact 
that  a  Loss  has  been  sustained  and  that  Goods  have 
gone  OUT. 

[212]  Interest.  When  I  receive  my  "  pass-book  "  from 
the  Bank,  I  find  perhaps  that  having  over-drawn  my 
account,  there  is  an  entry  in  it,  "  £5  interest,"  to  my 
debit,  thus  making  a  discrepancy  of  £5  between  my 
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account  in  the  Bank  books  and  Bank  account  in  my  books. 
It  is  very  plain  that  the  Bank  books  are  right,  and  I 
must  therefore  make  mine  correspond,  but  where  am  I 
to  take  this  balance  of  £5  ?  "  Every  balance  represent- 
ing Loss  goes  to  P.  and  L.,"  so  that  it  is  clearly 

P.  and  L.  Dr.  to  Bank. 

[213]  Every  Interest  against  the  firm  is  a  Loss,  but 
there  is  one  special  form  of  Interest  worth  special  con- 
sideration. It  is  a  very  prudent  custom  to  make  Interest 
on  Capital  a  first  charge  on  the  profits  of  a  business. 
Let  me  explain.  Suppose  I  have  a  business  with  a 
capital  of  .£2,000.  The  net  profits  for  1889  were  £350. 
Now  if  I  had  put  this  £2,000  out  at  interest  I  could 
probably  have  got  £100  (five  per  cent.)  with  scarcely 
any  risk  and  no  trouble  to  myself/  I  prefer,  however, 
to  work  at  some  business,  taking  all  the  risk  of  failure 
and  all  the  trouble  of  control  and  management,  and  I 
gain  £250  extra  thereby ;  which  is  my  reward  for  the 
extra  trouble  and  risk. 

All  this  is  clearly  shown  in  my  books  by  dividing  the 
profit  into  two  parts,  calling  £100  Interest,  and  £250 
net  profit.  This  Interest,  strange  to  say,  comes  on  the 
Dr.  side  of  P.  and  L.,  as  if  it  were  a  Loss!  Why1? 
Simply  because  it  does  actually  represent  a  loss  to  the 
business.  If  I  had  borrowed  the  £2,000  to  carry  on  my 
business,  I  should  have  to  pay  £100  a  year  for  Interest, 
and  it  would  then  be  seen  to  be  a  loss.  If  I  withdraw 
£2,000  from  an  investment  where  I  have  been  safely  and 
without  labour  receiving  £100  a  year  for  it,  I  see  this  to 
be  a  loss,  and  it  is  a  loss  just  as  truly  if  I  merely  refrain 
from  investing  it  because  I  need  it  for  my  business. 

The  amount  therefore  must  be  shown  to  be  a  loss  to 
the  business  (P.  and  L.)  but  a  gain  to  me  (Capital), 
Notice  that  by  this  method  my  Income,  as  represented 
jn  Capital  account  (§  VI.)  does  not  appear  to  be  less  than 
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before.  It  is  only  split  up  into  two  parts,  and  in  making 
out  a  return  for  Income-Tax,  both  these  parts  would 
have  to  be  included. 


ASSETS. 

[214]  In  the  preparation  of  a  true  Balance  Sheet,  it 
is  most  important  to  subject  each  item  under  the  head 
of  Assets  to  a  rigid  scrutiny,  in  order  to  find  out 
whether  the  amount  stated,  accurately  represents  the 
true  present  value  of  those  assets. 

If  it  does  not,  there  is  something  wrong — whatever  the 
Books  say,  and  the  Books  must  be  made  to  square  witli 
the  facts.  The  facts  must  never  be  distorted  or  ignored 
to  agree  with  the  Books.  Bearing  in  mind  this  principle, 
let  us  first  turn  our  attention  to — 

[215]  Debts  Receivable.  Suppose  my  total  D.  R., 
according  to  the  books,  amount  to  £1,700,  Am  I  not 
to  enter  this  as  an  Asset?  Certainly  not.  What  I 
must  enter  is  the  actual  present  value  of  these  debts,  and 
I  know  (possibly  by  painful  experience)  that  out  of  a 
large  number  of  Debts  Receivable,  some  never  get  paid 
at  all.  I  cannot  distinguish  which  are  not  going  to  be 
paid,  but  that  does  not  alter  the  fact,  which  may  be 
looked  upon  as  a  certainty,  that  some  never  will  be. 
Moreover  some  of  them  will  probably  be  subject  to 
discount  and  other  allowances. 

[216]  Now  if  I  look  into  my  books  for  the  past  years, 
and  notice  what  proportion  of  Book  Debts  outstanding 
at  any  previous  date  has  been  subsequently  realised,  I 
can  make  a  fair  estimate  of  the  actual  present  value  of 
this  £1,700.  We  will  suppose  that  this  calculation  leads 
me  to  take  off  £200  and  put  down  £1,500  as  the  net 
value  of  Debts  Receivable.  What  am  I  to  do  with  this 
£200 1  It  is  clearly  a  loss.  But  is  it  a  present  loss  or 


PROVISION  FOR  FUTURE  BAD  DEBTS.  121 

a  future  loss?  A  present  loss,  because  £1,500  is  the 
true  present  value  of  D.  R.  I  may  wish,  and  hope,  and 
try  to  get  the  full  £1,700,  but  if  sober  judgment  tells 
me  that  £1,500  is  the  actual  present  value  of  those 
debts,  I  must  make  the  books  square  with  th&tfact  (and 
not  with  my  wishes,  hopes,  or  endeavours). 

[217]  This  £200  may  be  called  Provision  for  Future 
Bad  Debts,  Discounts,  &c. 

As  it  is  a  Loss,  you  can  at  once  see  what  to  "  debit," 
but  what  must  I  "  credit  "1  If  I  only  knew  which  were 
going  to  be  (!)  the  losing  accounts,  I  could  at  once  credit 
those  accounts,  but  this  is  precisely  what  is  the  most 
impossible  thing  to  tell.  In  some  books  on  Book-keeping 
you  are  told  to  credit  Capital,  but  this  is  certainly  wrong. 
It  is  no  addition  to  your  Capital,  no  part  of  your  Income. 
It  is  a  real  diminution  of  Assets,  involving  a  Loss.  The 
Loss  can  easily  be  debited  in  P.  and  L.,  but  the  Assets 
(D.  R.)  cannot  be  credited  as  we  do  not  know  (at  present) 
which  particular  accounts  to  credit.  We  therefore  open 
an  account  specially  to  receive  this  amount.  We  may 
call  it  "  Debts  Receivable : — Suspense  Account,"  or 
"  Allowance  for  Bad  Debts,"  or  any  other  suitable  title. 
In  making  out  the  Balance  Sheet  we  can  either  enter 
Gross  D.  R.  in  full  as  an  asset,  and  Provision  for  B.  D. 
as  a  liability,  or  deducting  the  Suspense  account  from 
gross  D.  R.,  enter  net  D.  R.  alone  in  Balance  Sheet. 
The  latter  plan  as  shown  below  is  best. 

Assets. 
Gross  D.  R £1700 

Allowance  for  Bad  Debts,  &c 200 


Present  value  of  Debts  Receivable £1500 

[218]  Now  suppose  that  next  year  we  find  that  our 
gross  book  debts  exceed  their  net  value  by  £220.     Have 
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we  suffered  a  further  loss  of  £220  during  the  year  ?  I 
think  you  will  readily  see  that  £200  of  this  has  almuly 
been  entered  as  a  loss,  and  only  the  surplus  (£20)  goes 
to  P.  and  L.  this  year. 

[219]  If  the  allowance  for  Bad  Debts  should  be  less 
than  that  of  the  previous  year,  the  difference  between 
this  year's  allowance  and  last  year's  is  a  gain,  and 
"  Suspense  Account  "  must  be  debited,  so  that  the 
amount  in  this  account  -f  the  net  present  value  of  D.  R. 
always  equals  the  full  value  of  D.  R.  as  shown  by  the 
Ledger. 

[220]  Bills  Receivabk  may  be  treated  in  the  same  way, 
or  if  more  convenient  B.  R.  and  D.  R.  may  be  added 
and  dealt  with  collectively. 

[221]  Goods.  The  Valuation  of  Stock  at  periodical 
intervals  is  a  most  important  matter.  See  how  much 
depends  upon  it.  If  you  value  your  Stock  too  high,  you 
will  think  you  have  made  more  profit  than  you  leally 
have  made.  Then  I  will  take  care  I  value  it  low  enough 
says  some  impetuous  man,  and  under  the  influence  of 
depressing  weather  or  what  not,  he  makes  a  valuation 
considerably  under  the  truth.  What  matters  ?  perhaps 
you  say.  Well,  it  does  not  agree  with  the  facts,  and 
that  matters  very  much.  But  notice  further : — Next 
year,  in  his  sober  senses,  our  friend  takes  a  splendidly 
accurate  valuation,  thereby  correcting  his  despondent 
error  of  the  year  before,  it  is  true,  but  making  it  appear 
that  this  year's  profits  are  very  far  in  excess  of  the 
previous  year's.  "  See  how  fast  my  business  is  increas- 
ing," he  thinks.  And  one  can  well  imagine  what  unwise 
results  this  incorrect  conclusion  might  lead  to. 

[222]  A  very  careful  calculation  must  therefore  be 
made  of  the  actual  present  value  of  the  Stock-in  trade. 
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If  this  valuation  is  properly  done  no  further  notice  need 
be  taken  of  Depreciation  of  Stock. 

[223]  It  may  be  noticed  here  that  money  spent  on 
Wages  does  not  always  come  under  the  head  of  T.  E. 
When  it  is  productive  of  an  increase  in  the  value  of  the 
Goods,  as  in  the  case  of  wages  paid  to  workmen  in  a 
factory  or  labourers  on  a  farm,  it  is  more  correct  to 
debit  Goods  account. 

[224]  Machinery,  Plant,  Office  Furniture,  &c.  The 
most  convenient  way  of  valuing  these  is  to  take  last 
year's  valuation,  less  a  certain  regular  percentage  for 
Wear  and  Tear  and  Depreciation  from  other  causes. 
This  Depreciation  is  of  course  a  Loss,  and  the  value  of 
Plant,  &c.,  has  gone  OUT. 

[225]  Houses,  and  Property  of  all  kinds  may  be 
treated  in  a  similar  manner.  What  about  Repairs? 
Do  you  think  these  repairs  involve  a  substantial  increase 
in  the  value  of  the  Property,  or  do  they  merely  keep  it 
up  to  the  estimated  value  in  the  Balance  Sheet  1  In  the 
former  case,  we  should  have  Houses  (<fec.)  IN  :  Cash  (&c.) 
OUT.  In  the  latter  case  there  is  a  decrease  of  the  asset 
CASH  (or  an  increase  of  D.  P.)  and  no  corresponding 
increase  of  any  other  asset,  from  which  you  can  judge 
what  to  debit. 

[226]  Goodwill.  Perhaps  you  have  just  bought  a 
business  and  given  a  substantial  sum  for  "Goodwill." 
It  seems  very  hard  to  regard  all  this  as  a  Loss,  but  I 
strongly  advise  you  to  do  so.  Goodwill  is  far  too  un- 
certain, variable,  and  risky  an  item  to  reckon  as  an 
asset. 

A  wave  of  popular  fancy,  an  opposition  business,  a 
new  invention,  a  strike,  may  blow  it  all  away  in  a 
moment.  It  is  too  airy  and  insubstantial.  Be  brave, 
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call  it  a  dead  loss,  to  l>c  covered  by  the  first  two  v 
profits.     By  resolutely  refusing  to  treat  goodwill  as  an 
asset,  you  will  be  able,  if  ever  you  sell  your  business  and 
receive  Cash  for  Goodwill,  to  treat  this  as  a  clear  Gain. 

LIABILITIES. 

[227]  There  is  a  natural  tendency  to  over-estimate 
Assets  that  has  to  be  guarded  against,  and  a  corresponding 
natural  tendency  to  smder-estimate  Liabilities.  Prudence 
teaches  us  to  be  equally  on  the  alert  against  this  latter 
fault.  The  unfortunate  disposition  which  leads  a  man 
to  neglect  small  liabilities  because  they  are  small  leads 
him  also  to  disregard  them  in  making  out  his  Balance 
Sheet.  No  liability,  however  small,  should  be  omitted. 
Even  private  Liabilities  should  be  included,  unless  I  have 
ample  private  means  to  cover  them. 

[228]  It  is  right  also  to  make  some  allowance  for 
Liabilities  that  must  inevitably  be  met  in  the  future, 
even  though  they  are  not  yet  due.  For  instance,  I  am 
bound  by  a  lease  to  incur  an  expenditure  of  £150  in 
painting,  every  third  year.  £50  should  be  placed  to  the 
credit  of  a  "Painting  Reserve  Fund"  each  year,  and 
reckoned  as  a  loss  in  P.  and  L.,  for  if  I  gave  up  the 
lease  at  the  end  of  the  first  year,  I  should  probably 
have  to  pay  the  £50,  therefore  I  already  owe  it,  and 
must  make  this  fact  appear.  If  I  make  a  monthly 
Balance,  the  same  remark  applies  to  monthly  proportion 
of  Kent,  Rates,  Salaries,  &c. 

[229]  Debts  Payable.  No  deduction  should  be  made 
(as  in  the  case  of  D.  R.)  for  the  difference  between  gross 
D.  P.  and  net  D.  P.  It  very  rarely  happens  that  there 
is  any  material  difference  between  these.  They  may  be 
subject  to  discount,  but  unless  the  sum  total  of  these 
discounts  is  considerable,  it  is  better  to  leave  it  to  be 
dralt  with  piece-meal  when  the  accounts  are  paid. 
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AGENCIES. 

[230]  Consignments.  If  I  ask  an  Agent  to  sell  Goods 
for  me,  the  Goods  do  not  pass  out  of  my  possession  into 
his.  He  does  not  "  owe  me  "  for  them,  and  therefore  I 
do  not  "  debit "  him.  This  principle  will  guide  you 
through  most  of  the  difficulties  of  Agency  transactions. 
For  an  Agent  is  considered  as  the  servant  of  the  one 
who  uses  his  services.  If,  however,  my  Agent  succeeds 
in  selling  my  Goods,  he  is  responsible  to  me  for  the 
money,  and  immediately  I  "debit"  him,  for  "he  owes 
me."  If  he  buys  Goods  for  me,  I  credit  him.  I  must 
also  either  pay  him  or  credit  him  for  his  services.  When 
I  myself  act  as  Agent  for  another  man,  I  credit  him 
when  I  sell  Goods  for  him,  and  debit  him  when  I  buy 
them,  besides  charging  him  Commission  for  my  services 
in  both  cases.  But  when  I  receive  Goods  from  him  to 
be  sold  for  him  I  neither  debit  nor  credit  him,  for  the 
Goods  are  still  considered  to  be  in  his  possession.  I  am 
merely  taking  charge  of  them  whilst  I  am  trying  to 
carry  out  his  wishes  about  them.  For  the  same  reason 
(as  was  explained  before)  when  I  send  a  Bill  to  the  Bank 
for  collection,  I  do  not  debit  the  Bank  until  I  hear  that 
they  have  received  payment.  If  I  sent  Goods  to  an 
Auction  Mart  to  be  sold  for  me,  I  should  not  debit  the 
Auctioneer,  until  the  Goods  are  sold. 

EXAMPLE  I. 

[231]  When  Goods  are  sent  to  Agents  abroad  the 
Transactions  are  dealt  with  in  the  following  manner  :  — 

TRANSACTIONS. 

Consigned  Goods  to  my  Agent  in  Jamaica  (on  my  own 

account  and  risk)  invoiced  at £600 

Paid  Charges,  Freight,  &c 10 

Keceived  from  Agent  "Account  Sales,"  showing  that  the 

above  Goods  realised 700 

Expenses  paid  by  him 20 

His  Commission    .                                              ....  30 
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Goods. 

Consignment. 

Cash. 

Agent. 

£600 

JE600 

£700 

£10 

£700 

£20 

10 

30 

20 

30 

Showing  a  balance  of  .£40  on  Consignment  Account 
which  you  will  know  how  to  deal  with  if  you  think  what 
it  represents  (see  par.  [200]).  Also  showing  that  my 
Agent  (who  is  called  the  Consignee)  now  owes  me  £650. 

EXAMPLE  II. 

[232]  We  will  next  suppose  that  I  am  acting  as  Agent 
to  a  Foreign  House  which  consigns  Goods  to  my  care  for 

Sale. 

TRANSACTIONS. 
Received  from  A  B   (Cape  of  Good  Hope)  Sherry  to  be 

sold  by  me  for  him.     The  above  is  invoiced  at £40 

(No  entry.) 

Paid  Wharf  and  Dock  Charges  on  the  above £li 

Sold  B  C   the  whole  of  this  Consignment  for      .    . 
Advised  A  B  of  above  Sale,  and  that  my  Commission  is   . 

LEDGER  ENTRIES. 


A  B's  Goods. 

Cash. 

BC. 

P.  &L. 

£15 

£500 

£15 

£500 

£25 

25 

I  can  now  pass  the  Balance  of  "A  B's  Account  Goods"  to  the 
credit  of  A  B  himself,  or  at  once  remit  him  a  draft  for  the 
amount. 


CYCLIC  TRANSACTIONS.  127 

[233]  Cyclic  Transactions.  Suppose  A  asks  B  to 
pay  £50  cash  to  C  for  D.  Here  is  a  circuitous  piece 
of  business.  Let  us  see  exactly  what  happens,  and  how 
each  party  is  affected  thereby.  The  only  Cash  actually 
received  and  paid  passes  from  B  to  C.  It  will  perhaps 
be  simplest  therefore  to  consider  these  two  first.  B  pays 
Cash  OUT,  C  has  cash  coming  IN.  But  to  each  of  these 
four  parties  this  involved  transaction  has  a  twofold 
significance. 

[234]  What  other  new  fact  has  arisen  in  B's  experi- 
ence, besides  the  outgoing  of  the  Cash?  He  has  not 
paid  it  for  himself  but  for  A,  and  in  the  expectation  that 
A  will  one  day  make  it  good.  Therefore  A  owes  him 
£50  or  has  become  his  Debtor.  Now  consider  C's  case. 
For  whom  has  C  received  £50  1  Not  for  himself,  but 
for  D.  He  will  therefore  have  to  pay  D,  and  until  he 
does  so,  D  is  his  Creditor  for  £50. 

[235]  As  for  D  himself,  when  he  comes  to  hear  of  the 
business  he  will  look  to  C  for  the  money,  and  until  he 
gets  it  will  rightly  call  C  his  "Debtor."  But  who  or 
what  is  D's  Creditor  ?  Who  has  really  given  him  this 
advantage,  this  new  Debt  Receivable  1  It  is  neither  B 
nor  C,  who  have  merely  been  AGENTS  in  the  matter.  It 
was  A  who  set  the  ball  rolling,  and  D  therefore  calls  A 
his  creditor. 

[236]  Lastly,  consider  A's  position.  He  is  indebted 
to  B,  who  has  (in  effect)  lent  him  .£50,  and  A  has  under- 
taken this  new  liability  on  behalf  of  D,  who  receives  the 
ultimate  advantage  of  the  whole  business.  D  is  there- 
fore A's  creditor. 

[237]  The  whole  series  of  effects  caused  by  this 
one  Transaction  may  be  clearly  seen  by  looking  at  the 
following  diagram,  where  each  person  in  the  ring 
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"debits"   his  left  hand  neighbour,  and  "credits"   Ids 
right. 


Supposing  B  to  have  no  spare  cash,  and  to  effect  the 
business  through  his  banker  (who  happens  also  to  be  C's 
banker)  the  chain  is  complete,  for  the  Bank  Journal 
entry  would  be,  B  Dr.  to  C. 

PARTNERSHIPS. 

[238]  When  I  put  money  into  a  business,  the  business 
is  indebted  to  me  for  the  Amount,  and  Capital  may  bo 
regarded  as  one  of  the  Liabilities  of  the  Business  ;  with 
this  distinction,  however,  that  all  oilier  Liabilities  must 
be  discharged  before  I  can  claim  to  have  my  own  private 
liability  paid. 

[239]  "When  two  or  more  partners  join,  a  separate 
Capital  Account  is  opened  for  each,  and  the  Business  is 
liable  to  each  one  for  the  amount  each  has  invested  in 
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it.  The  distinction  between  the  ordinary  liabilities  of 
the  Firm  and  its  liabilities  to  the  partners,  is  equivalent 
to  the  distinction  between  the  liability  of  a  Bank  to  its 
customers  and  to  its  shareholders. 

[240]  The  Net  Profit  is  often  divided  between  the 
partners  in  proportion  to  their  respective  Capitals.  Thus 
if  £250  N.  P.  had  to  be  divided  between  three  partners, 
Cranmer,  Latimer,  and  Ridley,  in  proportion  to  their 
respective  Capitals,  £1,000,  £2,500,  and  £1,500,  we  see 
at  once  that  the  proportion  is  10  :  25  :  15,  or  (dividing 
by  5)  2  :  5  :  3. 

Therefore  dividing  the  whole  K  P.  into  (2  +  5  +  3) 
shares  we  find  each  share  to  be  £25,  and  give  Cranmer 
2  shares,  Latimer  5,  and  Ridley  3. 

JOINT  VENTURE. 

[241]  A  Joint  Venture  is  a  partnership  limited  to  a 
special  piece  of  business.  If  two  people  join  together  in 
a  particular  speculation  or  adventure  in  hope  of  gain, 
they  are  "  partners  "  with  respect  to  this  affair.  The 
whole  series  of  Transactions  relating  thereto  should  be 
entered  in  a  separate  account  called  Joint  Venture  with 
A.  B.  (or  some  such  title),  and  when  the  particular 
business  is  at  an  end,  the  loss  or  profit,  found  by 
balancing  Joint  Venture  account,  should  be  divided 
equally  or  according  to  previous  arrangement.  In  any 
case  my  share  goes  to  P.  and  L.,  and  the  remainder  to 
the  credit  of  my  fellow-speculator. 

[242]  EXAMPLE. 

Bought  Goods  for  Cash  on  Joint  Venture  with  T.  Baines  .  £280 

Paid  Expenses  in  connection  therewith 10 

Received  from  T.  B.  his  Pro.  Note  (his  share,  Costs,  &c  )     145 

Sold  above  Goods  to  B.  Tomkins  for 340 

Charge  T.  Baines  Commission  for  my  trouble 10 

Close  Joint  Venture  Account. 
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Joint  Venture. 

Cash. 

T.  Baines.     ' 

B.B. 

£280 

£340 

£260 

£10 

£145 

£145 

10 

10 

25 

25 

25 

£340 

£340 

— 

__—  — 

B.  Tomkins. 

P.  &  L- 

£310 

£10 

Showing   that  I  owe  T.   Baines 

23 

£160,  which  I  shall  probably  settle 

by  returning  him  his  own  Pro.  Note 

(cancelled)  together  with  £15  Cash. 

EXERCISES  ON   §  XIII. 

EXERCISE  XXXI. 

Journalise  the  following  :— 

1  Charge  Interest  on  D.  Edward's  overdue  account. 

2  Goods  lost  at  sea.     Insured  with  G.  C.  &  Co.  for  full  value. 
3'  M  Insured  for  two-thirds  of  full  value. 

I    G  G"&  Co.  settle  for  last  transaction. 

6  Receive  premium  for  A.  B.'s  Goods,  which  I  insure. 
6.'  Above  Goods  being  lost  I  pay  A.  B.  their  value. 

7  Cash  over  this  day. 

8*.  I  pay  my  Creditors  A,  B,  and  C  Comp.  105.  in  the  £. 


EXERCISES  ON  DIFFICULTIES.  131 

9.  Find  that  Gas  account  was  debited  to  P.  &  L.  last  year  when 
due,  and  also  this  year  when  paid. 

10.  Paid  Wages  of  Workmen  in  Brush  Factory. 

11.  Total  living  Expenses  of  self,  wife,  child,  servant,  and  four 
assistants,  £80. 

12.  A.,  B.,  and  C.  owing  me  £10  each  are  now  regarded  as  Bud 
Debts. 

13.  Provision  for  Future  Bad  Debts  now  first  made  £100. 

14.  ,,  ,,  ,,  this  year  exceeds  last  year 
by  £10. 

15.  ,,  ,,  ,,  last  year  exceeds  this  year 
by  £10. 

16.  Discounts  on  D.R.  it  is  estimated  will  amount  to  £10. 

17.  Wear  and  Tear  of  Machinery  £25. 

18.  Ordinary  depreciation  of  Stock -in-Trade. 

19.  Special  depreciation.     Goods  damaged  by  water. 

20.  Interest  charged  by  Bank  on  my  overdrawn  account. 

21.  ,,       allowed  by  Bank  on  my  deposit  account. 

22.  „      on  Capital. 

23.  Credit,  six  months'  Interest  at   5   per  cent,    to    Partners. 
Jones's  Capital  £1000.     Jackson's  Cap:tal  £2000. 

24.  Ordinary  Repairs  to  House  and  Premises. 

25.  Repairs  and  improvements,  enhancing  value  of  Property. 

26.  Paid  for  Goodwill  of  Business  £500. 

27.  Proportion  of  this  year's  Painting  Expenses  £40  (not  yet 
done). 

28.  Present  proportion  of  Rates,  &c.,  shortly  falling  due. 

29.  Sold  Coal  and  Corn  Business,  and  received  £2CO  for  goodwill. 

30.  A.B.  sends  in  account  for    Painting  (£120).     N.B.— £80 
already  stands  to  credit  of  Painting  Reserve  Fund.  . 

31.  Consignment  account  shows  a  debit  balance  of  £63. 

EXERCISE  XXXII. 

Show  by  a  double  set  of  specimen  Ledger  entries  that  it  makes 
no  difference  to  your  final  result  whether  you  make  a  special  Journal 
entry  of  £100,  Loss  of  Stock  by  Fire,  or  leave  it  to  be  dealt  with 
by  Annual  Valuation. 

EXERCISE  XXXIII. 

In  1890  I  pay  £500  Wages  to  men  on  my  Farm.  Show  by 
specimen  Ledger  entries  the  different  effects  of  entering  this  in 
Stock  account  or  P.  &  L. ,  and  explain  your  preference  for  one  of  the 
two  methods. 
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EXERCISE  XXXIV. 

B  C  through  his  Banker  pays  £100  to  C  D  for  D  E  by  request 
of  A  B.  Give  the  Journal  entries  for  the  five  parties  concerned. 

EXERCISE  XXXV. 

Assuming  Gross  D.R.  to  be  £1100,  and  Net  D  R.  £1000,  show  by 
two  specimen  Balance  Sheets  that  the  result  is  the  same  whether  I 
show  Provision  for  Future  Bad  Debts  as  a  liability  or  otherwise. 

EXERCISE  XXXVI. 

Journalise  the  Consignment  Transactions  given  in  [231]  and  [232]. 
Then  compare  Journal  with  Ledger  Entries  given. 

EXERCISE  XXXVII. 

Journalise  the  Joint  Venture  Transactions  given  in  [2-42], 
including  settlement  with  T.  Baines  as  suggested. 

EXERCISE  XXXVIII. 

Show  by  an  example  (giving  amounts,  &c.,  fully)  how  an  under 
Valuation  of  Stock  might  lead  eventually  to  an  over  sanguine 
estimate  of  the  prospects  of  a  business. 

EXERCISE  XXXIX. 

Journalise : — 

(1)  Consign  Goods  to  E.  F.  on  my  own  account  and  risk  .  £180 
Received  from  E.  F.  Bill  of  Exchange  on  account  of 

above 150 

Received  from  E.  F.  Account  Sales,  showing  that  the 

Goods  consigned  to  him  have  realised      ISO 

Charges  paid  by  him 

Commission  charged  by  him 10 

(2)  Received  Consignment  of  Goods  from  F.  G 260 

Paid  Charges,  on  the  above 15 

Sold  for  Cash  part  of  above"! 100 

My  Commission  .  .  .  .  ) 5 

Forwarded  F.  G.  Pall  of  Exchange  for  200 

G.  H.  remainder  of  above  Consignment  1  •  •  •  T"0 

My  Commission /  .  .  .  10 
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EXERCISE  XL. 

(1)  A,  B,  and  0  start  in  business  as  partners.      A   has    Cash 
£500,  Goods  £1000,  and  D.R.  £500.    B  has  Cash  £1000  and  B.R. 
£1000,  whilst  C  pays  into  Bank  as  his  share  £1500.      The  profits 
are  to  be  equally  divided,   after  Interest  on  Capital  at  the  rate  of 
5  per  cent,  per  annum  is  first  charged.     The  Net  Profit  for  the  first 
year  is  £1232.     Journalise  (i.)  Interest  on  Capital,  and  (ii.)  the 
apportionment  of  each  Partner's  share  of  profits. 

(2)  Assume  that  Net  Profit  in  the  above  is  divided  in  pro- 
portion to  each  partner's  Capital,  no  notice  being  taken  of  Interest. 
Make  the  Journal  entries,  and  state  what  difference  this  arrange- 
ment would  make  to  each  of  the  three. 


QUESTIONS  ON  §  XIII. 

1.  On  what  general  principle  may  we  decide  how  to  deal  \vith  tho 
balance  of  any  account  ? 

2.  In  what  (exceptional)  case  might  a  gain  arise  on  Insurance  ? 

3.  Mention  some  unwelcome  Gains. 

4.  What  Trade  Expenses  should  be  included  in  P.   &  L.   in 
addition  to  those  for  which  Cash  has  been  paid  ? 

5.  Why  is  it  right  and  necessary  to  make  a  Provision  for  Future 
Bad  Debts  ? 

6.  What  error  in  Balance  Sheet  would  arise  from  disregarding 
Depreciation  of  Machinery  or  Plant  ? 

7.  Explain  what  consequences  would  be  likely  to  arise  from  con- 
tinued neglect  of  the  above  precaution  ? 

8.  Why  is  it  desirable  to  debit  P.  &  L.  with  interest  on  Capital  ? 

9.  Show  the  importance  of  a  uniformly  careful  Valuation  of 
Stock  ? 

10.  What  Expenses  ought  to  be  entered  in  Goods  account  ? 

11.  When  should  Repairs  go  to  P.  &  L.  ? 

12.  Why  is  it  unwise  to  call  Goodwill  an  asset  ? 

13.  When  is  an  Agent  debited  with  Goods  sent  to  him  ? 

14.  Give  an  example  of  a  "Cyclic Transaction, "and  say  who  aro 
tho  Agents  in  the  case  given  ? 

15.  How  may  profits  be  divided  between  partners  ? 

16.  How  is  the  calculation  made  ? 

17.  What  are  Joint  Ventures  ? 


INDEX. 


N.B.—  The  numlers  in  this  Index  refer  to  the  paragraphs 
not  to  the  pages. 
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definition,  156 
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short,  138 

over,  204 
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FIRST  LESSONS  IN  BOOK-KEEPING 

By  J.  THORNTON. 

"  Boole -keeping  is  the  very  Key  of  your  position.  The  records  of  the 
Bankruptcy  Court  show  how  many  colossal  fortunes  are  wrecked,  how  many 
Crowing  prospects  are  Wasted  through  ignorance  of  this  vital  pail  of  commercial 
knowledge." — QCORGK  MOORE'S  Address  to  the  Commercial  Travellers'  Schools. 
(Smiles'  Life  of  George  Moore.) 

KEY  TO  "  FIRST  LESSONS  IN  BOOK-KEEPING." 

By  J.  THORNTON.  Containing  all  the  Exercises  fully  worked  out,  with  brief 
Notes  for  the  use  of  Teachers  and  private  Students  only.  Oblong  4to. 
10«.  6d. 

The  Scotsman  says  : — "Mr,  Thornton's  '  FIRST  LESSONS  IN  BOOK-KEEPING  '  is 
n  thoroughly  elementary  treatise,  in  which  the  first  principles  of  commercial 
book-keeping  are  explained  and  illustrated  in  the  simplest  possible  way,  and 
with  a  careful  avoidance,  so  far  as  that  is  possible,  of  technical  terms.  The 
book  is  really  well  adapted  to  attain  the  writer's  object,  and  is  full  of  useful 
hints,  not  only  for  young  students,  but  for  people  engaged  in  actual  business 
who  have  never  had  the  advantage  of  methodic  training  in  book-keeping." 

The  Birmingham  Daily  Gazette  says :— "  To  those  who  in  this  evil  case  desire 
to  regain  their  lost  knowledge,  or  to  those  who  wish  to  commence  the  study, 
Mr.  Thornton's  volume  is  a  pricaless  boon.  It  is  simplicity  and  lucidity 
carried  to  perfection.  Every  process  is  carefully  explained  and  illustrated  by 
diagrams  and  specimen  ledgers  and  journals,  and  Mr.  Thornton  never  leaves  a 
subject  without  having  made  the  regulating  principle  most  thoroughly 
comprehensible.  The  veriest  tyro  may  safely  enter  on  the  study  of  the  book 
with  the  conviction  that  perseverance  alone  is  needed  to  ensure  a  mastery  of 
the  art.  Beyond  a  doubt  Mr.  Thornton's  volume  is  the  best  on  book-keeping 
that  has  been  published." 

The  Daily  Review  says  : — "This  is  one  of  the  most  simple  and  easily  under 
stood  books  on  book-keeping  that  have  yet  been  issued  for  school  use.  ...  If 
once  the  principles  of  that  system  are  fully  grasped,  as  they  can  easily  be  by  a 
study  of  Mr.  Thornton's  book,  the  student  will,  with  little  trouble  be  able  to 
apply  them  to  any  of  the  diverse  circumstances  of  any  trade  or  profession." 

The  School  Board  Chronicle  says  : — "Simplicity  is  its  predominant  character- 
istic. .  .  .  Nothing  cau  exceed  the  simplicity  of  the  explanations  and 
demonstrations." 

The  North  British  Daily  Mail  says:—"  Mr.  Thornton's  book  is  by  far  the 
best  we  have  seen,  and  we  have  tested  it  with  a  cl  iss  of  beginners  satisfactorily." 

The  Irish  Educational  Journal  says  :—"  Without  going  through  the  practical 
part  of  the  business,  it  is  almost  impossible  to  make  children  familiar  with  the 
different  kinds  of  accounts,  and  the  mode  of  making  balances  and  computing 
pains  and  losses.  But  we  believe,  if  this  can  be  accomplished  in  any  treatise, 
Mr.  Thornton  has  succeeded  in  discovering  the  secret.  .  .  .  There  are  several 
useful  questions  proposed  and  answered  ;  and  indeed  no  trouble  hasbevn  spared 
in  making  the  work  what  has  been  proposed  at  the  outset.  We  cannot  notice 
all  the  useful  illustrations  given,  but  we  have  no  hesitation  in  saying  that  the 
author  has  succeeded  in  making  the  subject  of  book-keeping  clear  and 
interesting." 

MACMILLAN  AND  CO.,  LONDON. 
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A  COURSE  OF  EASY  ARITHMETICAL  EXAMPLES  F<>i; 
BEGINNERS  By  J.  G.  BKADSHAW.  Globe  Svo.  Is.  With  Answers 
Us.  6d. 

ARITHMETIC  FOR  BEGINNERS.     By  J.  BROOKSMITTT,  M.A., 

LL.B.,  St.  John's  College.  Cambridge;   Barrisfer-at-Law  ;   and  .'oinetiuie 
one  of  the  Masters  of  Cneltenham  College;  and  E.  J.  BROOKSMITH,  B.A., 
LL.M  ,  late  Scholar  and  Law  Student,  St.   John's  College,  Cain)  ; 
Barrister-at-Law;  Instructor  of  Mathematics  at  the  Royal  Military  Academy, 
Woolwich.     Globe  8vo,  Is.  6d. 

ARITHMETIC    IN     THEORY     AND     PRACTICE.       By    J. 

BROOKSMITH,  M.A.,  LL.B.     New  Edition.     4«.  6d. 
ARITHMETIC   FOR   SCHOOLS.      By  Rev.    BARNARD   SMITH, 

M.A.    Crown  8vo.    4*.  6d.     Key,  8*.  6d. 
SHILLING  BOOK  OF  ARITHMETIC  FOR  NATIONAL  AXI) 

ELEMENTARY  SCHOOLS.    By  the  Same.    18mo.  cloth.     Or  separately, 

Part  I.,  Id. ;  II.,  3d.  :  III.,  Id.  With  Answers,  1«.  (jd.  Answers,  separately, 

6d.    Key,  4«.  6d. 
EXERCISES  IN  ARITHMETIC.      By  the  Same.      Crown  8vo, 

Two  Parts,  1«.  each,  or  complete,  2s.     With  Answers,  2».  6d.     Answers 

separately,  6d. 
SCHOOL    CLASS-BOOK    OF    ARITHMETIC.      By  the  Same. 

18mo.    3«     Or,  sold  separately,  in  Three  Parts.     1*.  each.     Key,  in  Parts 

I.,  II.,  and  II  I.,  2s.  6d.  each. 
EXAMINATION  PAPERS  IN  ARITHMETIC.      By  the  Same. 

In  Four  Parts.     ISmo.     1*.  6d.     With  Answers,  2*.    Answers,  6d.     Key, 

THE   METRIC  SYSTEM    OF  ARITHMETIC.     By  the  Same. 

A  CHART  OF  THE  METRIC  SYSTEM  OF  ARITHMETIC. 
By  the  Same.  On  a  Sheet  size,  42  by  34 in.,  on  Roller,  mounted  and 
varnished.  3*.  6d. 

EASY  LESSONS  IN  ARITHMETIC.  By  the  Same.  Combining 
Exercises  in  Reading,  Writing,  Spelling,  and  Dictation.  Part  I.  for  Stan- 
dard I.  in  National  Schools.  Crown  Svo.  9d. 

EXAMINATION  CARDS    IN   ARITHMETIC.      By  the    Same. 
With  Answers  and  Hints.     Standards  I.  and  II.,  in  box,  1*.     Standards 
III.,  IV.,  and  V.,  in  boxes,  la.  each.     Standard  VI.,  in  Two  Parts  in 
Ir  each. 

ARITHMETIC  FOR  SCHOOLS.  By  Rev.  J.  B.  LOCK,  M.A. 
4th  Edition,  revised.  Globe  Svo,  As.  fid.  Or,  Part  I.,  up  to  and  including 
Practice.  2s.  Part  II.,  with  1,000  Additional  Examples  for  Exercise,  3« 
Key,  10*.  Od. 

ARITHMETIC  FOR  BEGINNERS.  By  the  Same.  Globe  Svo. 
2«.  6d.  Key,  8«.  6d. 

ARITHMETICAL  EXERCISES  AND  EXAMINATION  PAPERS. 
By  H.  8.  HALL,  M.A.,  and  S.  R.  KNIGHT,  B.  A.  Globe  Svo.  2*  6d 

HIGHER  ARITHMETIC  AND  ELEMENTARY  MENSURA- 
TION, for  the  Senior  Classes  of  Schools,  and  Candidates  preparin"  for 
Public  Examinations.  By  P.  GOYBN.  Globe  Svo.  5». 
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PROFIT-SHARING     BETWEEN     EMPLOYER 

AND  EMPLOYE.     By  N.  P.  GK.MAN.    A  Study  in  the  Evolution  of  the 
Wages  System.     Crown  8vo,  7s.  6d. 

ALPHABET     OF     ECONOMIC      SCIENCE.— 

I.  ELEMENTS    OF    THE    THEORY    OF    VALUE    OR    WORTH.      By 
PHILIP  H.  WICKSTEED.     Globe  8vo,  2*.  &d. 

WEALTH      AND      PROGRESS:       A      Critical 

Examination  of  the  Wages  Question  and  its  Economic  Relation  to  Social 
Reform.     By  GEORGE  G  UNION.     Crown  8vo,  6«. 


BY  PROFESSOR  FRANCIS  A.  WALKER. 
THE  WAGES  QUESTION.     8vo,  14*. 
MONEY.     Svo,  16s. 
MONEY    IN     ITS     RELATION    TO    TRADE 

AND  INDUSTRY.     Crown  8vo,  7s.  6d. 

POLITICAL      ECONOMY.         Second      Edition 

8vo,  12s  6d. 

A     BRIEF      TEXT-BOOK      OF      POLITICAL 

ECONOMY.    Crown  8vo,  6s.  6d. 

LAND    AND    ITS   RENT.      Fcap.   8vo.     3s.    6r7. 
FIRST  LESSONS  IN  POLITICAL  ECONOMY. 

Crown  Svo,  5s. 

MANUAL    OF    POLITICAL    ECONOMY.      By 

the  Right  Hon.  HENRY  FAWCETT.  Seventh  Edition,  revised.  Crown  Svo, 
12s. 

AN      EXPLANATORY      DIGEST      OF      PRO- 

KEFSOR  FAWCETT'S  MANUAL  OF  POLITICAL  ECONOMY.  By 
CYRIL  A.  WATERS.  Crown  Svo,  2s.  6d. 

POLITICAL    ECONOMY     FOR    BEGINNERS, 

with  Questions.     By  Mrs.  H.  FAWCEIT.     Seventh  Edition.     18mo,  2«.  6d. 

TIIK    ECONOMICS    OF    INDUSTRY.      By  A. 

MARSHALL,  M.A.,  Professor  of  Political  Economy  in  the  University  of 
Cambridge,  and  MARY  P.  MARSHALL,  late  Lecturer  at  Newnham  Hall, 
Cambridge.  Extra  fcap.  Svo,  2s.  6d. 

GUIDE    TO    THE    UNPROTECTED,    In  Every- 

day  Matters  relating  to  Property  and  Income.  Fifth  Edition.  Extra  fcap. 
bvo,  3«.  6d. 
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A  HISTORY  OF  ENGLISH  LITERATURE  IX  FOUR 
KAKLY    ENGLISH    LITERATURE.      By  STOJ-I--«.I:I.    1; 

M.A.  [/;i  prei-n: 

ELIZABETHAN     LITERATURE.       15GO-1660.       By    <JKOU<JK 

SAINTRHI'RY.       7«.   6  I. 

EIGHTEENTH    CENTURY    LITERATURE.     1660-1780.      By 

EDMUND  GOSSE.     7*.  i,,i. 
THE    MODERN     PERIOD.        By    PROFESSOR    E.     DOWI.KN. 

[In  preparation. 

Mr.  J.  R.  GREEN'S  "SHORT    HISTORY  OF  THE  ENGLISEI  PEOPLE," 

with  ANALYSIS. 

A  SHORT  HISTORY  OF  THE  ENGLISH  PEOPLE.     P>y  JOHN 
RICHARD  GRI  EN,   M.A.,   LL.D.     With  Maps,  Genealogical  Tables,  and 
Chronological  Annals.     150th  Thousand.     Crown  8vo. 
V  Iii  Four  Parts.     Part  I.—  607-126 >.     Part  II.— 1204-1553.    Part  III.—  1'An- 

16.59.     Purt  IV. -1660-1 873. 

The  corresponding  portion  of  Mr.  Tait's  Analysis  being  bound  up  with  each. 
The  price  of  each  part  is  3«. 


A  PRIMER  OF  ART.     With  Illustrations.    By  JOHN  COLLIEK. 

18mo.     1». 

A    PRIMER    OF    PIANOFORTE    PLAYING.     By    FKAXKLIX 

TAYLOR.     Edited  by  SIR  GKOHOK  GUOVE.     ISino.     1*. 
HOUSEHOLD    MANAGEMENT  AND   COOKETiY.     With    an 

Appendix  of  Recipes  used  by  the  Teachers  of  Ihe   National  School   <,f 

Cookery.    By  W.  B.  TEOETMEIER.     Compiled  at  the  request  of  the  School 

Board  for  London.     ISino.     1*. 

FIRST  LESSONS  ON  HEALTH.     By  J.  BERNEKS.     18 mo.      Is. 
FIRST  LESSONS  IN  BUSINESS  MATTERS.     By  a  BANKER'S 

DAUGHTER.     Second  Edition.     ISir.o.     Is. 


MACMILLAN'S  GEOGRAPHICAL  SERIES. 

Edited  by  ARCHIBALD  GEIKIE,  F.R.S.,  Director-General  of  the  Geological 
Survey  of  the  United  Kiugdoui. 

THE  TEACHING  OF  GEOGRAPHY.  A  Practical  Handbook 
for  the  use  of  Te.ichers.  By  ARCHIBALD  GEIKIE,  F.  U.S.  2*. 

AN  ELEMENTARY  GEOGRAPHY  OF  THE  BRITISH  ISLES. 
By  ARCHIBALD  GEIKIE,  F.R.S.  ISino.  1». 

THE  ELEMENTARY  SCHOOL  ATLAS.  With  24  Maps  in 
Colours,  specially  designed  to  illustrate  all  Elementary  Text-Bunks  of 
Geography.  By  JOHN  BARTHOLOMEW,  F.B.G.S.  4to.  It. 

AN  ELEMENTARY  CLASS  BOOK  OF  GENERAL  GEO- 
GRAPHY. By  HU«;H  ROBERT  MILL,  D.Sc.,  Edin.  With  LlUbtrutiuns. 
Crown  Svo.  3«.  6<i. 

A  GEOGRAPHY  OF  EUROPE.     By  JAMES  SIME,  M.A. 

[In  the  Preff. 

MAP  DRAWING  AND  MAP  MAKING.  By  WILLIAM  A. 
ELDERTON.  Globe  Svo.  (In  t  • 
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SCIENCE    PRIMERS. 

UNDER    Tilt  JOINT    EDITORSHIP   OF 

PROFS.   HUXLEY,  ROSCOE,   AND  BALFOUR 
STEWART. 

iSmo.     Illustrated,     is.  each. 
INTRODUCTORY  PRIMER.    By  Professor  HUXLEY, 

F.R.S. 

CHEMISTRY.      By    Sir    Henry   E.    ROSCOE,    F.R.S. 

With  Questions. 

PHYSICS.      By    BALFOUR     STEWART,    F.R.S.      With 

Questions. 

PHYSICAL  GEOGRAPHY.     By  ARCHIBALD  GEIKIE, 

F.R.S.     With  Questions. 

GEOLOGY.     By  ARCHIBALD  GEIKIE,  F.R.S. 
PHYSIOLOGY.    By  Professor  M.  FOSTER,  M.U.,  F.R.S. 
ASTRONOMY.     By  J.  N.  LOCKYER,  F.R.S. 
BOTANY.     By  Sir  J.  D.  HOOKER,  K.C.S.I.,  F.R.S. 
LOGIC.     By  VV.  STANLEY  JEVONS,  F.R.S. 

POLITICAL   ECONOMY.     By  W.  STANLEY  JEVONS, 
F.R.S. 

Others   to  follow. 
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HISTORY  AND  LITERATURE  PRIMERS. 

iSmo.       is.  each. 

EDITED  BY  JOHN  RICHARD  GREEN. 

ENGLISH  GRAMMAR.     By  R.  MORRIS,  LL.D. 

ENGLISH    GRAMMAR   EXERCISES.       By    R.    MORRIS.. 

LL.D.,  and  H.  C.  BOWKN,  M.A. 
EXERCISES   ON   MQRRIS'S    PRIMER    OF    ENGLISH 

GRAMMAR.     By  J.  WETHERELL,  M.A. 
ENGLISH  COMPOSITION.  By  JOHN  NICHOL,  M.  A.,  LL.D. 

QUESTIONS  AND  EXERCISES  IN  ENGLISH  COMPOSI 
TION.  By  JOHN  NICHOL,  M.A.,  LL.D.,  andW.  S.  M'CORMICK,  M  A 

ENGLISH  LITERATURE.     By  STOPFORD  BROOKE,  M.A. 
SIIAKSPERE.     By  Prof.  DOWDEN. 

CHILDREN'S  TREASURY  OF  LYRICAL  POETRY.     By 

F.  T.  PALGRAVE.     In  Two  Parts,  each  is. 

GREEK  LITERATURE.     By  Prof.  JEBB,  Litt.D.,  LL.D. 
HOMER.     By  the  Right  Hon.  W.  E.  GLADSTONE. 
PHILOLOGY      By  J.  PEILE,  M.A. 
GEOGRAPHY.     By  Sir  GEORGE  GROVE,  D.C.L.     Maps. 
CLASSICAL  GEOGRAPHY.     By  H.  F.  TOZER,  M.A. 
GREEK  ANTIQUITIES.     By  J.  P.  MAHAFFY,  M.A. 
ROMAN  ANTIQUITIES.  By  Prof.  WILKINS,  Litt.D.,  LL.D. 

K'J.MAN  LITERATURE.      By   A.    S.    WILKINS,    Litt.D., 

LL.D. 

EUROPE.     By  E.  A.  FREEMAN,  D.C.L. 
GREECE.     By  C.  A.  FYFFE,  M.A.     With  Map?. 
ROME.     By  M.  CREIGHTON,  M.A.     With  Maps. 
FRANCE.     By  C.  M.  YONGE.     With  Maps. 
Others     to  foi. 
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